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Office of the Attorney General
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Mark R. Herring 202 N, Ninth Street
Attomcey General Richmond, \/816%[;?62-:2;(2);?

April 22, 2021 FAX 804-786-1991
Virginia Relay Services

800-828-1120

7-1-1

BY ELECTRONIC FILING

Mr. Bernard Logan, Clerk

c/o Document Control Center
State Corporation Commission
P.O. Box 2118

Richmond, Virginia 23218

RE:  Petition of Appalachian Power Company, For approval of a rate adjustment
clause, the E-RAC, for costs to comply with state and federal environmental
regulations pursuant to § 56-585.1 A 5 e of the Code of Virginia
Case No. PUR-2020-00258

Dear Mr. Logan:

On April 9, 2021, the Office of the Attorney General, Division of Consumer
Counsel filed with the State Corporation Commission the testimony and exhibits of Mr.
Scott Norwood in the above-captioned matter. Consumer Counsel has since realized that
the final printed PDF file did not include the exhibits that are identified in the table of
contents and the one-page summary. Please find enclosed for electronic filing, corrected
and redline versions of Mr. Norwood’s testimony and exhibits.

Thank you for your assistance in this matter.

Yours truly,
/s/ C. Mitch Burton, Jr.

C. Mitch Burton, Jr.
Assistant Attorney General

Enclosures

ce: Service list
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Summary of Direct Testimony of Scott Norwood

Mr. Norwood’s testimony addresses the reasonableness of APCo’s proposal to invest
approximately $250 million for environmental compliance projects at the Company’s Amos and
Mountaineer coal-fired plants to meet requirements of the EPA’s CCR and ELG rules, as well as
the reasonableness of the revenue requirement for these investments that the Company proposes
to recover through its proposed E-RAC mechanism. My primary findings and recommendations
on these issues are as follows:

1) APCo’s PLEXOS analysis supporting the Company’s proposed $250 million investment for
CCR and ELG compliance at the Amos and Mountaineer plants fails to explicitly consider
impacts of the Virginia Clean Economy Act (“VCEA”) and the risk of potential compliance cost
increases due to future environmental regulations. The selected Case 1 analysis also assumes a
2040 retirement date for the Amos units which is unjustified and inconsistent with the 2032/2033
retirement dates for the Amos units supported by the Company in its 2020 Triennial Review
Case. These flaws serve to unreasonably inflate the forecasted benefits of the Company’s
selected Case 1 over other compliance options that were evaluated.

2) Even with the flaws in APCo’s PLEXOS analysis, the forecasted benefits of the Case 1 plan
are less than 0.85% of total forecasted costs over the 30-plus year study period, when compared
to forecasted costs of the next lowest cost option. This 0.85% forecasted benefit is insignificant
given the uncertainty inherent in utility production cost analyses over such a long period of time,
and therefore does not conclusively demonstrate that the Company’s proposed $250 million
investment for CCR and ELG compliance projects at the Amos and Mountaineer plants is
justified.

3) APCo’s selected compliance Case 1 is much riskier than the other two compliance cases
evaluated by APCo, considering that it would involve the highest level of fixed investment and
assumes that the Amos units would operate until 2040, without incurring significant additional
investment for environmental 1 compliance or for repair of major plant components.

4) APCo’s requested depreciation expense for proposed compliance investments for the Amos
coal units is based on a 9.52% depreciation rate that assumes the Amos units are retired in 2033;
however, the Company’s economic analysis supporting the Amos compliance projects assume
that the units do not retire until 2040. This inconsistency in assumed retirement dates results
unreasonably overstates depreciation expense included in APCo’s E-RAC revenue requirement
by approximately $227,000. For the above reasons, I do not recommend that the Commission
approve APCo’s request for approval and cost recovery for the $250 million of capital
investment and related O&M costs to implement CCR and ELG compliance projects at the Amos
and Mountaineer plant as proposed under Case 1. If the Commission approves APCo’s proposed
compliance investment, the Company’s requested E-RAC revenue requirement should be
reduced by approximately $227,000 to properly reflect the 2040 retirement date assumed by the
Company to justify the Amos and Mountaineer compliance investments.
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I. INTRODUCTION

PLEASE STATE YOUR NAME, TITLE, AND BUSINESS ADDRESS.

My name is Scott Norwood. I am President of Norwood Energy Consulting, L.L.C. My
business address is P.O. Box 30197, Austin, Texas 78755-3197.

WHAT IS YOUR OCCUPATION?

I am an energy consultant specializing in the areas of electric utility regulation, resource
planning, and energy procurement.

PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND
PROFESSIONAL EXPERIENCE.

I am an electrical engineer with approximately 40 years of experience in the electric
utility industry. I began my career as a power plant engineer for the City of Austin’s
Electric Utility Department where I was responsible for electrical maintenance and
design projects for the City's three gas-fired power plants. In January 1984, I joined the
staff of the Public Utility Commission of Texas, where I was responsible for addressing
resource planning, fuel, and purchased power cost issues in electric rate and plant
certification proceedings before the Texas Commission. Since 1986 I have provided
utility regulatory consulting, resource planning, and power procurement services to
public utilities, electric consumers, industrial interests, municipalities, and state
government clients. I have testified in over 200 utility regulatory proceedings over the

last 20 years, before state regulatory commissions in Alaska, Arkansas, Florida, Georgia,
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Illinois, Iowa, Kentucky, Louisiana, Michigan, Missouri, New Jersey, Ohio, Oklahoma,
Texas, Virginia, Washington, and Wisconsin. !

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS CASE?

I am testifying on behalf of the Office of the Attorney General, Division of Consumer
Counsel (“Consumer Counsel”).

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE STATE CORPORATION
COMMISSION?

Yes. I have testified on behalf of Consumer Counsel in numerous past regulatory
proceedings before the Virginia State Corporation Commission (“Commission”),
including cases that involved electric restructuring, base rate, fuel recovery, power plant
certification, renewable energy acquisition proposals, demand-side management, and
major distribution reliability projects. I have testified on behalf of Consumer Counsel in
many past cases involving Appalachian Power Company (“APCo” or “Company”),
including the Company’s 2020 Triennial Review proceeding and several other past APCo
base rate cases, a case involving the Company's acquisition of Ohio Power Company’s
867 MW ownership share of Amos Unit 3, fuel factor proceedings, and other matters
relevant to the issues addressed by my testimony in this case. I have also testified in
regulatory proceedings involving other AEP affiliates of APCo, including Public Service
Company of Oklahoma (“PSO"), Southwestern Electric and Power Company

(“SWEPCQ"), AEP Texas North Company and AEP Texas Central Company.

! See Exhibit SN-1 for additional details on my background and experience.

i)
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WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to present my findings and recommendations regarding:
the reasonableness of APCo’s request for approval of a rate adjustment clause (“the E-
RAC”) to recover capital investments and operations and maintenance (“O&M”")
expenses that are necessary to comply with state and federal environmental regulations
pursuant to § 56-585.1 A 5 (e) of the Code of Virginia (“the E-RAC Statute”). More
specifically, my testimony focuses on the reasonableness of APCo's proposed capital
investments to meet regulations of the United States Environmental Protection Agency

(“EPA”") for disposal of coal combustion residuals (“CCR Rule”) and to meet

requirements of the EPA’s Steam Electric Effluent Limitations Guidelines (“ELG Rule”).

My testimony also addresses the inconsistency of APCo’s proposal to recover
depreciation expense for proposed environmental compliance investments for the Amos
coal-fired units based on depreciation rates that assume retirement of the units in 2033,
when the Company’s economic analysis supporting the Amos compliance investments
assumes the Amos units would not retire until 2040.

HAVE YOU PREPARED ANY EXHIBITS TO SUPPORT YOUR TESTIMONY?

Yes. I have prepared 7 exhibits, which are attached to my testimony.

II. SUMMARY OF TESTIMONY

PLEASE SUMMARIZE YOUR TESTIMONY AND RECOMMENDATIONS.
My testimony addresses the reasonableness of APCo’s proposal to invest approximately

$250 million for environmental compliance projects at the Company's Amos and
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Mountaineer coal-fired plants to meet requirements of the EPA’s CCR and ELG rules, as
well as the reasonableness of the revenue requirement for these investments that the
Company proposes to recover through its proposed E-RAC mechanism. My primary
findings and recommendations on these issues are as follows:

1) APCo’s PLEXOS analysis supporting the Company’s proposed $250 million
investment for CCR and ELG compliance at the Amos and Mountaineer plants fails to
explicitly consider impacts of the Virginia Clean Economy Act (“VCEA") and the risk of
potential compliance cost increases due to future environmental regulations. The selected
Case 1 analysis also assumes a 2040 retirement date for the Amos units which is
unjustified and inconsistent with the 2032/2033 retirement dates for the Amos units
supported by the Company in its 2020 Triennial Review Case. These flaws serve to
unreasonably inflate the forecasted benefits of the Company’s selected Case 1 over other
compliance options that were evaluated.

2) Even with the flaws in APCo’s PLEXOS analysis, the forecasted benefits of
the Case 1 plan are less than 0.85% of total forecasted costs over the 30-plus year study
period, when compared to forecasted costs of the next lowest cost option. This 0.85%
forecasted benefit is insignificant given the uncertainty inherent in utility production cost
analyses over such a long period of time, and therefore does not conclusively demonstrate
that the Company'’s proposed $250 million investment for CCR and ELG compliance
projects at the Amos and Mountaineer plants is justified.

3) APCo’s selected compliance Case 1 is much riskier than the other two
compliance cases evaluated by APCo, considering that it would involve the highest level

of fixed investment and assumes that the Amos units would operate until 2040, without
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incurring significant additional investment for environmental compliance or for repair of
major plant components.

4) APCo's requested depreciation expense for proposed compliance investments
for the Amos coal units is based on a 9.52% depreciation rate that assumes the Amos
units are retired in 2033; however, the Company’s economic analysis supporting the
Amos compliance projects assume that the units do not retire until 2040. This
inconsistency in assumed retirement dates results unreasonably overstates depreciation
expense included in APCo’s E-RAC revenue requirement by approximately $227,000.

For the above reasons, I do not recommend that the Commission approve APCo’s
request for approval and cost recovery for the $250 million of capital investment and
related O&M costs to implement CCR and ELG compliance projects at the Amos and
Mountaineer plant as proposed under Case 1. If the Commission approves APCo’s
proposed compliance investment, the Company’s requested E-RAC revenue requirement
should be reduced by approximately $227,000 to properly reflect the 2040 retirement
date assumed by the Company to justify the Amos and Mountaineer compliance

investments.

III. APCO’S E-RAC PROPOSAL

WHAT IS THE AGE AND CAPACITY RATINGS OF APCO’S AMOS AND
MOUNTAINEER COAL UNITS?
The capacity ratings, commercial operation dates and scheduled retirement dates for the

Amos and Mountaineer coal units are summarized below in Table 1.
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Table 1
Amos and Mountaineer Capacity, Commercial Operation and Retirement Dates?

Rated Capacity ‘Commecrcial Retircment Agc at
Plant/Unit. MW Operation Year Year Rectirement
Amos 1 800 1971 2032 6l
Amos 2 800 1972 2032 60
Amost 3 1,330 1973 2033 60
Mountaineer 1 1.320 1980 2040 60
Total 4,250

PLEASE DESCRIBE APCO’S PROPOSED INVESTMENTS FOR
COMPLIANCE WITH THE EPA’S CCR AND ELG REGULATIONS AT THE
COMPANY’S AMOS AND MOUNTAINEER COAL-FIRED PLANTS.

APCo proposes to install: 1) dry ash handling systems; 2) new lined wastewater ponds,
and 3) water biological treatment systems with ultrafiltration to meet CCR and ELG
regulations at the Amos and Mountaineer plants.?

WHAT ARE THE ESTIMATED CAPITAL COSTS FOR THESE COMPLIANCE
PROJECTS?

The estimated capital costs, including asset retirement obligations, total approximately

$250 million, as summarized in Table 2:

2

3

Source is APCo's response to OAG 2-4 in Case No. PUR-2020-00015.

See APCo witness Ross'’s direct testimony, page 4.
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Table 2
Amos and Mountaineer CCR and ELG Capital Costs ($Millions)*

Ee=r)

N

)

TEERD

z

(]

Amos 1-3 Mountaineer Total
CCR $72.7 $52.1 $1248
ELG 51044 $20.8 . 31252
‘Total $1771 $729 $250.0

Q. WHAT ARE THE SCHEDULED IN-SERVICE DATES OF THE AMOS AND
MOUNTAINEER CCR AND ELG INVESTMENTS?

A. The scheduled in-service dates for the Amos and Mountaineer CCR and ELG projects are

10
11

12
13

14
15

16

summarized in Table 3 below:

Table 3
Scheduled In-Service Dates for CCR and ELG Projects®

Amos Mountaineer
Dry Ash Handling Systems December 2022 May 2022
Lined Wastewater Ponds October 2023 December 2023
Water Treatment Systems December 2023 December 2022

WHAT IS THE ANNUAL REVENUE REQUIREMENT FOR THESE PROJECTS
THAT APCO SEEKS TO RECOVER THROUGH ITS PROPOSED E-RAC?
APCo requests recovery of $31.6 million for compliance capital and O&M costs of the

proposed CCR and ELG investments during the Rate Year, through the Company's

4

5

Source is APCo witness Martin’s direct testimony, page 15.

See APCo witness Ross's direct testimony, page 4.
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proposed E-RAC mechanism.

WHAT ARE THE KEY QUESTIONS TO BE ANSWERED IN DETERMINING

WHETHER APCO’S REQUEST FOR RECOVERY OF CCR AND ELG

INVESTMENTS SHOULD BE APPROVED?

The key questions which must be addressed in evaluating APCo’s request for approval

and cost recovery for $250 million in CCR and ELG compliance investments at the Amos

and Mountaineer plants are:

1) Are the proposed compliance investments reasonable and necessary?

2) Did APCo properly consider available alternatives to the proposed CCR and ELG
investments?

3) Is APCo's proposed E-RAC revenue requirement reasonably calculated?

IV. REASONABLENESS OF PROPOSED CCR AND ELG INVESTMENTS

HOW DID APCO EVALUATE WHETHER THE PROPOSED CCR AND ELG
INVESTMENTS AT THE AMOS AND MOUNTAINEER PLANTS ARE
REASONABLE AND NECESSARY?

APCo used the PLEXOS production cost simulation model to evaluate the costs of three
compliance scenarios for the Amos and Mountaineer plants over a range of three
commodity price forecasts. The three compliance scenarios and commaodity price

sensitivities evaluated by APCo are summarized in Table 4 below.

See APCo’s Petition, page 5. The Rate Year is October 1, 2021 through September 30, 2022.
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Table 4
APCo Scenarios for Analysis of Amos and Mountaineer Compliance Options’

NPV Rev: Reqt Costs (Savings) va Case | ($Miltions)

Cases Retirement Dates ~ Capilal lovesfmet  BasewithCarbon  BameNoCarbm  LowNoCarbos
Case I: CCRELG Roth Plants Both Plaxts jn 2040 $250
Amgs 2028,
Case2: Amos CCR; Mowmtaimeer CCRZELG  Moumiaimeer 2040 $146 $176 $295 $245.
Case 3: CCR caly Bath Plants Bothin 2028 $125 Y] $622 $480

WHICH COMPLIANCE OPTION DID APCO SELECT BASED ON ITS PLEXOS
ANALYSIS?

APCo selected Case 1, which provides for $250 million in capital investment to install
CCR and ELG projects and assumes that Amos and Mountaineer will retire in 2040.%
DOES APCO’S PLEXOS ANALYSIS DEMONSTRATE THAT CASE 11S THE
LOWEST REASONABLE COST ALTERNATIVE FOR COMPLIANCE WITH
OTHER EXISTING OR FUTURE ENVIRONMENTAL REGULATIONS?

No. For example, APCo’s PLEXOS analysis did not explicitly evaluate the cost of a
resource plan that is compliant with the VCEA in any cases, and only indirectly evaluated
VCEA impacts in Case 1.° This omission is a major deficiency in APCo’s PLEXOS
analysis, since the VCEA mandates that the Company develop and propose for approval
the acquisition of at least 600 MW of renewable generation by 2030. In addition, over
the longer planning horizon, the Company must plan to comply with a Renewable

Portfolio Standard (“RPS”) requirement of zero carbon emissions by 2050. These

T See the direct testimony of APCo witness Martin, page 4.

8 See the direct testimony of APCo witness Martin, page 4.
9 See Exhibit SN-2, APCo's response to OAG 2-12 and OAG 2-13.
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renewable compliance costs will likely alter the level, timing, and costs of replacement
energy and capacity on APCo’s system, when compared to the amounts included in
APCo’s PLEXOS Case 1 analysis.

Moreover, beyond the proposed $250 million investment to comply with the CCR

and ELG rules, APCo’s analysis does not consider costs of compliance with other future
environmental regulations that may impact operations of the Amos and Mountaineer
plants, or other APCo power plants.!°
WHY DOES APCO’S FAILURE TO EXPLICITLY EVALUATE COST
IMPACTS OF THE VCEA AND POTENTIAL FUTURE REGULATIONS
UNREASONABLY BIAS THE PLEXOS RESULTS IN FAVOR OF CASE 1?
The primary forecasted benefit of Case 1 over other compliance alternatives evaluated by
APCo’s PLEXOS analysis is the avoided replacement capacity and energy that is
expected to result from operating the Amos and Mountaineer units until 2040, rather than
retiring the units at an earlier date. But the mandatory RPS Program will likely displace a
portion of the capacity that the Company’'s PLEXOS analysis assumes would have to be
procured if the Amos and Mountaineer units were retired early, because the VCEA-
mandated requirements exist whether or not the Amos and Mountaineer units are retired.
If APCo had properly evaluated the VCEA requirements in all three compliance cases
evaluated in its PLEXOS analysis, the relatively small forecasted economic benefit of
Case 1 over other compliance options would likely have been even smaller.

Similarly, APCo’s failure to consider the risk of higher costs of compliance with

future environmental regulations if the Amos and Mountaineer units were operated until

10 See Exhibit SN-3, APCo's response to OAG 2-27.

10
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2040, unreasonably inflates the forecasted benefits of the selected Case 1 compliance
option, which are already small. These flaws in APCo’s PLEXOS analysis bias the
results in favor of Case 1, and against the “lower investment/earlier retirement”
alternatives evaluated in compliance Case 2 and Case 3.

WHY DO YOU CONSIDER THE FORECASTED BENEFITS OF APCO’S
PROPOSED CASE 1 TO BE RELATIVELY SMALL?

APCo’s PLEXOS analysis covers a 30-year study period from 2021 through 2050, plus
end effects beyond 2050. As summarized in Table 5, the Company’s analysis indicates
that the forecasted base case benefit of Case 1 is only 0.85% when compared to the next
lowest cost option over the 30+ years covered by the PLEXOS modeling analysis.

Table 5
Forecasted Savings of Case 1 Over Other Compliance Options
2021-2050 + End Effects Cumulative NPV, $Millions!!

Case’l Cxse2 Cused
Amos+ Mount OCR&ELG Amus CCR +-Momt CCR+ELG Amos +Mount CCR Only
Bath Retire 2040 AmosRct 2028 Both Retire 2028

EIA Base Witk Carbom $20,578 $20,754 £20,951
Change vs Case 1 S$176 373

Casc | Benefit, % | 0.85% | 1.78%

EJA Base Wiikont Carboa $18,43% 318,730 $19,057
Chmge vs Casc 1 $295 3622

Case | Bauefit, % 1.58% 3.26%

EI1A Low witkoat Carbos $17.088 $17333 $17,569
Chmge vs Casc 1 3245 $481

Case | Benefit, % 1.41% 271%

11 See Exhibit SN-4, APCo's Schedule 46, Section 2, Statement 1.

11
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I believe that a 0.85% forecasted benefit is insignificant considering: 1) the
inherent uncertainty in forecasting utility system loads, operations and production costs
for a large system over a 30+ study period; and 2) the uncertainty regarding compliance
costs associated with future energy policies (such as the VCEA) and environmental
regulations that may be implemented due to growing concerns regarding climate change.
DO YOU HAVE OTHER CONCERNS REGARDING APCO’S PROPOSED
CCR/ELG COMPLIANCE PLAN FOR THE AMOS AND MOUNTAINEER
COAL UNITS?

Yes. Iam concerned that APCo has shifted an excessive amount of risk to its customers
by selecting the Case 1 compliance option which is arguably the riskiest option, and
requires the highest fixed compliance investment. Again, APCo's selection of Case 1 is
based on results of a PLEXOS analysis that is flawed and unduly biased in favor of Case
1, but that still forecasts relatively small benefits for Case 1. Moreover, the forecasted
benefits under Case 1 are dependent on the already relatively old Amos and Mountaineer
coal units operating until 2040, at which time the Amos units would be approaching 70
years in commercial operations, and Mountaineer would be 60 years old. APCo's
strategy with Amos and Mountaineer appears to be inconsistent with industry trends
which are moving toward earlier retirement of coal-fired generating units in response to
lower market prices for energy and capacity, risks of future environmental compliance
costs, and the need to reduce carbon emissions to address climate change.

IS APCO’S ASSUMPTION THAT THE AMOS UNITS WILL RETIRE IN 2040
CONSISTENT WITH THE POSITION TAKEN IN THE COMPANY’S LAST

RATE CASE?

12
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No. In PUR-2020-00015, APCo’s 2020 Triennial Review Proceeding, APCo testified in
support of accelerating the retirement dates for the Amos coal units from 2040 to 2032
and 2033. Although the Company did not produce economic studies to support these
new retirement dates, in response to discovery the Company noted that the 2032 and
2033 retirement dates were based on:

a combination of engineering judgement and operating experience regarding

the physical condition and the expected useful life of major plant components;

the cost to repair or replace major components at the time of failure; market

prices for energy related to such things as natural gas prices; and the possible

impact of public policy decisions such as environmental regulations and
standards related to renewable generation. '?

HAS APCO IDENTIFIED ANY CHANGES SINCE APCO’S TRIENNIAL
REVIEW CASE THAT MIGHT JUSTIFY DELAYING THE RETIREMENT OF
THE AMOS COAL UNITS FROM 2032 AND 2033 UNTIL 2040, AS IT HAS
ASSUMED IN ITS PLEXOS ANALYSIS OF COMPLIANCE CASE 1?

No. In fact, APCo admits that there have been no changes in market conditions or other
factors that would increase the market value of the Amos units or otherwise justify
extending their retirement dates from 2032 and 2033, until 2040. '3

HOW DOES THE ASSUMED 2040 RETIREMENT DATE FOR THE AMOS
UNITS IN APCO’S CASE 1 ANALYSIS IMPACT THE FORECASTED SAVINGS
OF THE CASE 1 COMPLIANCE ALTERNATIVE SELECTED BY APCO?

As shown in Table 6 below, all of the forecasted savings for Case 1 occur during the

2028-2039 period, during which Case 1 is the only scenario that Amos would operate.

1z See Exhibit SN-5.
13 See Exhibit SN-6, APCo's response to OAG 2-9.
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Table 6
Forecasted Benefits/(Costs) of Case 1 vs Cases 2 and 3 by Time Periods
(Cumulative NPV, $Millions) !4

Case/Scemsrio 2021-2027 2028-2039 2040-2050 End Gflects "Potal Study Period
EIA Basc With Carboa.
Case2vs Case 1 -357 $430 172 -$24 $177
Case 3 vs Case ] -365 $735 ~$256 -340 $374

EIA Basc'Without Carbon

Casc 2vs Case 1 -348 3555 3171 -340 $296

Case 3 vs Case 1 374 $993 -$243 -$53 $623
EIA Low without Carbon

Casc2vs Case 1 351 3524 -5165 -$63 $245

Case 3 vs Case | -370 '$844 -3249 345 $480

Q. DO YOU HAVE OTHER CONCERNS WITH APCO’S PLEXOS ANALYSIS OF

ENVIRONMENTAL COMPLIANCE INVESTMENTS FOR THE AMOS AND

MOUNTAINEER PLANTS?

A. Yes. Iam concerned that APCo’s PLEXOS analysis did not evaluate a scenario that

assumes retirement and replacement of one or more of the Amos or Mountaineer units as
an alternative to the $250 million compliance investment it selected under Case 1.
APCo’s analysis instead assumes CCR and/or ELG investments are made in all three
cases that were evaluated. Due to the Company’s failure to evaluate any cases that
considered retirement and replacement of one or more of the Amos or Mountaineer coal
units as an alternative to compliance investments, I cannot conclude with any confidence
that Case 1 is the lowest reasonable cost alternative for customers. This is particularly

true considering APCo's additional failure to analyze impacts of the VCEA and the risk

11 See Exhibits SN-7 and SN-4.
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that additional compliance costs could be required at Amos and Mountaineer for future
environmental regulations if they were operated until 2040 as the Company assumes.
PLEASE SUMMARIZE YOUR FINDINGS REGARDING APCO’S PLEXOS
ANALYSIS OF ENVIRONMENTAL COMPLIANCE INVESTMENTS FOR THE
AMOS AND MOUNTAINEER COAL UNITS?

APCo’s PLEXOS analysis is flawed by failing to explicitly consider impacts of the
VCEA or the risk of higher compliance costs due to future environmental regulations,
and by use of an unjustified 2040 retirement date for the Amos units. These flaws serve
to unreasonably inflate the forecasted benefits of Case 1 when compared to other
compliance options that were evaluated. Additionally, even with these flaws, the
forecasted benefits of the Case 1 plan are small and uncertain, and therefore do not
conclusively demonstrate that the Company’s proposed $250 million investment for CCR
and ELG compliance projects is justified. Moreover, Case 1 is riskier than the other two
compliance cases evaluated by APCo, considering that it would involve the highest level
of fixed compliance investment and depends on the Amos and Mountaineer units
operating reliably and economically until 2040, which is not assured. For these reasons, I
cannot recommend that the Commission approve APCo's request for cost recovery for
the full $250 million of capital investment and related O&M costs to implement CCR and

ELG compliance projects at the Amos and Mountaineer plant as proposed under Case 1.
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V. DEPRECIATION RATES FOR AMOS COMPLIANCE INVESTMENTS

WHAT DEPRECIATION RATES IS APCO PROPOSING FOR USE IN
DETERMINING THE REVENUE REQUIREMENT FOR CCR AND ELG
INVESTMENTS FOR THE AMOS AND MOUNTAINEER COAL UNITS?
APCo is proposing that a depreciation rate of 9.52% be applied to determine the E-RAC
revenue requirement for the Amos CCR and ELG compliance investments.'® This
proposed depreciation rate for the Amos CCR and ELG investments is based on a
remaining life of 10.5 years, which reflects a 2033 retirement date for the Amos units. '8
The Company is proposing a 5.71% depreciation rate for compliance investments at
Mountaineer, based on a 2040 retirement date for the unit. !

IS IT REASONABLE FOR APCO TO USE A 9.52% DEPRECIATION RATE
FOR AMOS COMPLIANCE INVESTMENTS AND A 5.71% RATE FOR
MOUNTAINEER COMPLIANCE INVESTMENTS?

No. APCo indicates that its proposed 9.52% depreciation rate is based on the estimated
2032 and 2033 retirement dates for the Amos units, underlying the depreciation rates
approved by the Commission in the Company’s 2020 Triennial Review Case. '® Tt is
inconsistent to use 2032 and 2033 retirement dates for setting depreciation rates for the
Amos compliance investments, when APCo used a 2040 retirement date for the Amos

units in the PLEXOS Case 1 analysis, which provides the primary economic justification

EETQEDPRTL

15 See APCo witness Ross's direct testimony, page 10.

16 Ibid.

17 Ibid.

18 See APCo witness Ross's direct testimony, pages 9-10.
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for the Company’s proposed $177.1 million Amos compliance investment.'® In fact,
APCo has proposed a 5.71% depreciation rate for the Mountaineer compliance
investments based on the same 2040 retirement date that was used for the PLEXOS Case
1 analysis that supports the investments. 0 If the Commission approves APCo’s $250
million request based upon the assumption that the Amos Plant will operate through
2040, as a matter of consistency, it should consider requiring that the depreciation rates
for the Amos and Mountaineer compliance investments also both be based on the same
2040 retirement date.

Q. WHAT WOULD BE THE APPROXIMATE CHANGE IN DEPRECIATION
EXPENSE IF THE SAME DEPRECIATION RATE (BASED ON 2040
RETIREMENT) WAS USED FOR THE AMOS AND MOUNTAINEER
COMPLIANCE INVESTMENTS?

A. I estimate that applying the same 5.71% depreciation rate to the proposed compliance
investments for both the Amos and Mountaineer units would reduce APCo’s proposed
$31.6 million E-RAC revenue requirement by approximately $227,000, on a Virginia
Retail basis.?!

DOES THAT CONCLUDE YOUR RESPONSIVE TESTIMONY?
A. Yes. However, I reserve the right to present oral surrebuttal testimony at the hearing to

respond to any new issues that may be raised by APCo’s rebuttal testimony.

19" As noted earlier in my testimony, the assumption that the Amos units would operate to 2040 only in
Case 1, while Amos was assumed to be retired in 2028 in all other cases, was a key factor in
economically justifying the Case 1 investments.

2 See APCo witness Ross's direct testimony, page 10.
21 See Exhibit SN-7.
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DON SCOTT NORWOOD
Norwood Energy Consulting, L.L.C.

P. O. Box 30197
Austin, Texas 78755-3197
scott@scottnorwood.com

(512) 297-1889

SUMMARY

Scott Norwood is an energy consultant with over 37 years of utility industry experience in the
areas of regulatory consulting, resource planning and energy procurement. His clients include
government agencies, publicly-owned utilities, public service commissions, municipalities and
various electric consumer interests. Over the last 15 years Mr. Norwood has presented expert
testimony on electric utility ratemaking, resource planning, and electric utility restructuring issues
in over 200 regulatory proceedings in Arkansas, Georgia, Iowa, Illinois, Michigan, Missouri, New
Jersey, Oklahoma, South Dakota, Texas, Virginia, Washington and Wisconsin.

Prior to founding Norwood Energy Consulting in January of 2004, Mr. Norwood was employed
for 18 years by GDS Associates, Inc., a Marietta, Georgia based energy consulting firm. M.
Norwood was a Principal of GDS and directed the firm's Deregulated Services Department which
provided a range of consulting services including merchant plant due diligence studies, deregulated
market price forecasts, power supply planning and procurement projects, electric restructuring
policy analyses, and studies of power plant dispatch and production costs.

Before joining GDS, Mr. Norwood was employed by the Public Utility Commission of Texas as
Manager of Power Plant Engineering from 1984 through 1986. He began his career in 1980 as
Staff Electrical Engineer with the City of Austin’s Electric Utility Department where he was in
charge of electrical maintenance and design projects at three gas-fired power plants.

Mr. Norwood is a graduate of the college of electrical engineering of the University of Texas.

EXPERIENCE

The following summaries are representative of the range of projects conducted by Mr. Norwood
over his 30-year consulting career.

Regulatory Consulting

Oklahoma Industrial Energy Consumers - Assisted client with technical and economic
analysis of proposed EPA regulations and compliance plans involving control of air
emissions and potential conversion of coal-to-gas conversion options.

Cities Served by Southwestern Electric Power Company — Analyzed and presented
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testimony regarding the prudence of a $1.7 billion coal-fired power plant and related
settlement agreements with Sierra Club.

New York Public Service Commission - Conducted inter-company statistical benchmarking
analysis of Consolidated Edison Company to provide the New York Public Service
Commission with guidance in determining areas that should be reviewed in detailed
management audit of the company.

Oklahoma Industrial Energy Consumers - Analyzed and presented testimony on affiliate
energy trading transactions by AEP in ERCOT.

Virginia Attorney General — Analyzed and presented testimony regarding distribution tap
line undergrounding program proposed by Dominion Virginia Power Company.

Cities Served by Southwestern Electric Power Company - Analyzed and presented
testimony regarding the prudence of the utility's decision to retire the Welsh Unit 2 coal-
fired generating unit in conjunction with a litigation settlement agreement with Sierra Club.

Georgia Public Service Commission - Presented testimony before the Georgia Public
Service Commission in Docket 3840-U, providing recommendations on nuclear O&M
levels for Hatch and Vogtle and recommending that a nuclear performance standard be
implemented in the State of Georgia.

Oklahoma Industrial Energy Consumers - Analyzed and presented testimony addressing
power production and coal plant dispatch issues in fuel prudence cases involving
Oklahoma Gas and Electric Company.

Georgia Public Service Commission - Analyzed and provided recommendations regarding
the reasonableness of nuclear O&M costs, fossil O&M costs and coal inventory levels
reported in GPC's 1990 Surveillance Filing.

City of Houston - Analyzed and presented comments on various legislative proposals
impacting retail electric and gas utility operations and rates in Texas.

New York Public Service Commission - Conducted inter-company statistical benchmarking
analysis of Rochester Gas & Electric Company to provide the New York Public Service
Commission with guidance in determining areas which should be reviewed in detailed
management audit of the company.

Virginia Attorney General - Analyzed and presented testimony regarding an accelerated
vegetation management program and rider proposed by Appalachian Power Company.

Oklahoma Attorney General - Analyzed and presented testimony regarding fuel and
purchased power, depreciation and other expense items in Oklahoma Gas & Electric
Company's 2001 rate case before the Oklahoma Corporation Commission.
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City of Houston - Analyzed and presented testimony regarding fossil plant O&M expense
levels in Houston Lighting & Power Company's rate case before the Public Utility
Commission of Texas.

City of El Paso - Analyzed and presented testimony regarding regulatory and technical
issues related to the Central & Southwest/El Paso Electric Company merger and rate
proceedings before the PUCT, including analysis of merger synergy studies, fossil O&M
and purchased power margins.

Residential Ratepayer Consortium - Analyzed Fermi 2 replacement power and operating
performance issues in fuel reconciliation proceedings for Detroit Edison Company before
the Michigan Public Service Commission.

Residential Ratepayer Consortium - Analyzed and prepared testimony addressing coal
plant outage rate projections in the Consumer's Power Company fuel proceeding before the
Michigan Public Service Commission.

City of El Paso - Analyzed and developed testimony regarding Palo Verde operations and
maintenance expenses in El Paso Electric Company's 1991 rate case before the Public
Utility Commission of Texas.

City of Houston - Analyzed and developed testimony regarding the operations and
maintenance expenses and performance standards for the South Texas Nuclear Project, and

operations and maintenance expenses for the Limestone and Parish coal-fired power plants
in HL&P's 1991 rate case before the PUCT.

City of El Paso - Analyzed and developed testimony regarding Palo Verde operations and
maintenance expenses in El Paso Electric Company's 1990 rate case hefore the Public
Utility Commission of Texas. Recommendations were adopted.

Energy Planning and Procurement Services

Virginia Attorney General — Review and provide comments or testimony regarding annual
integrated resource plan filings made by Dominion Virginia Power and Appalachian Power
Company.

Dell Computer Corporation - Negotiated retail power supply agreement for Dell’s Round
Rock, Texas facilities producing annual savings in excess of $2 million.

Texas Association of School Boards Electric Aggregation Program — Serve as TASB's
consultant in the development, marketing and administration of a retail electric aggregation
program consisting of 2,500 Texas schools with a total load of over 300 MW. Program
produced annual savings of more than $30 million in its first year.

Oklahoma Industrial Energy Consumers - Analyzed and drafted comments addressing
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integrated resource plan filings by Public Service Company of Oklahoma and Oklahoma
Gas and Electric Company.

S.C. Johnson - Analyzed and presented testimony addressing Wisconsin Electric Power
Company's $4.1 billion CPCN application to construct three coal-fired generating units in
southeast Wisconsin.

Oklahoma Industrial Energy Consumers - Analyzed wind energy project ownership
proposals by Oklahoma Gas and Electric Company and presented testimony addressing
project economics and operational impacts.

City of Chicago, Illinois Attorney General, Illinois Citizens" Utility Board - Analyzed
Commonwealth Edison’s proposed divestiture of the Kincaid and State Line power plants
to SEI and Dominion Resources.

Georgia Public Service Commission - Analyzed and presented testimony on Georgia
Power Company's integrated resource plan in a certification proceeding for an eight unit,
640 MW combustion turbine facility.

South Dakota Fublic Service Commission - Evaluated integrated resource plan and power
plant certification filing of Black Hills Power & Light Company.

Shell Leasing Co. - Evaluated market value of 540 MW western coal-fired power plant.

Community Energy Electric Aggregation Program - Served as Community Energy’s
consultant in the development, marketing and start-up of a retail electric aggregation
program consisting of major charitable organizations and their donors in Texas.

Austin Energy — Conducted competitive solicitation for peaking capacity. Developed
request for proposal, administered solicitation and evaluated bids.

Austin Energy - Provided technical assistance in the evaluation of the economic viability
of the

City of Austin's ownership interest in the South Texas Project.

Austin Energy - Assisted with regional production cost modeling analysis to assess
production cost savings associated with various public power merger and power pool
alternatives.

Sam Rayburn G&T Electric Cooperative - Conducted competitive solicitation for peaking
capacity. Developed request for proposal, administered solicitation and evaluated bicds.

Rio Grande Electric Cooperative, Inc. - Directed preparation of power supply solicitation
and conducted economic and technical analysis of offers.
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Virginia Attorney General - Review and provide comments or testimony regarding annual
demand-side management program programs and rider proposals made by Dominion
Virginia Power and Appalachian Power Company.

Austin Energy — Conducted modeling to assess potential costs and benefits of a municipal
power pool in Texas.
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Electric Restructuring Analyses

Electric Power Research Institute - Evaluated regional resource planning and power
market dispatch impacts on rail transportation and coal supply procurement strategies and
Costs.

Arkansas House of Representatives — Critiqued proposed electric restructuring legislation
and identified suggested amendments to provide increased protections for small
consumers.

Virginia Legislative Committee on Electric Utility Kestructuring — Presented report on
status of stranded cost recovery for Virginia's electric utilities.

Georgia Public Service Commission — Developed models and a modeling process for
preparing initial estimates of stranded costs for major electric utilities serving the state of
Georgia.

City of Houston - Evaluated and recommended adjustments to Reliant Energy’s stranded
cost proposal before the Public Utility Commission of Texas.

Oklahoma Attorney General — Evaluated and advised the Attorney General on technical,
economic and regulatory policy issues arising from various electric restructuring proposals
considered by the Oklahoma Electric Restructuring Advisory Committee.

State of Hawaii Department of Business, Economics and Tourism - Evaluated electric
restructuring proposals and developed models to assess the potential savings from
deregulation of the Oahu power market.

Virginia Attorney General - Served as the Attorney General's consultant and expert witness

in the evaluation of electric restructuring legislation, restructuring rulemakings and utility
proposals addressing retail pilot programs, stranded costs, rate unbundling, functional
separation plans, and competitive metering.

Western Public Power Producers, Inc. - Evaluated operational, cost and regional
competitive impacts of the proposed merger of Southwestern Public Service Company and
Public Service Company of Colorado.

lowa Department of Justice, Consumer Advocate Division - Analyzed stranded investment
and fuel recover issues resulting from a market-based pricing proposal submitted by
MidAmerican Energy Company.

Cullen Weston Pines & Bach/Citizens’ Ulility Board - Evaluated estimated costs and
benefits of the proposed merger of Wisconsin Energy Corporation and Northern States
Power Company (Primergy).
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City of El Paso - Evaluated merger synergies and plant valuation issues related to the
proposed acquisition and merger of El Paso Electric Company and Central & Southwest
Company.

Rio Grande Electric Cooperative, Inc. - Analyzed stranded generation investment issues
for Central Power & Light Company.

Power Plant Management

City of Austin Electric Utility Department - Analyzed the 1994 Operating Budget for the
South Texas Nuclear Project (STNP) and assisted in the development of long-term

performance and expense projections and divestiture strategies for Austin's ownership
interest in the STNP.

City of Austin Electric Utility Department - Analyzed and provided recommendations
regarding the 1991 capital and O&M budgets for the South Texas Nuclear Project.

Sam Rayburn G&T Electric Cooperative - Developed and conducted operational
monitoring program relative to minority owner's interest in Nelson 6 Coal Station operated
by Gulf States Utilities.

KAMO Electric Cooperative, City of Brownsville and Oklahoma Municipal Power Agency
- Directed an operational audit of the Oklaunion coal-fired power plant.

Sam Rayburn G&T Electric Cooperative - Conducted a management/technical assessment
of the Big Cajun Il coal-fired power plant in conjunction with ownership feasibility studies
for the project.

Kamo Electric Power Cooperative - Developed and conducted operational monitoring
program for client's minority interest in GRDA Unit 2 Coal Fired Station.

Northeast Texas Electric Cooperative - Developed and conducted operational monitoring
program concerning NTEC's interest in Pirkey Coal Station operated by Southwestern
Electric Power Company and Dolet Hills Station operated by Central Louisiana Electric
Company.

Corn Belt Electric Cooperative/Central lowa Power Cooperative - Perform operational
monitoring and budget analysis on behalf of co-owners of the Duane Arnold Energy
Center.

PRESENTATIONS

Quantifying Impacts of Electric Restructuring: Dynamic Analysis of Power Markets, 1997
NARUC Winter Meetings, Committee on Finance and Technology.

Quantifying Costs and Benefits of Electric Utility Deregulation: Dynamic Analysis of
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Regional Power Markets, International Association for Energy Economics, 1996 Annual 24
North American Conference. Bad
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COMMONWEALTI OF VIRGINIA
STATE CORPORATION COMMISSION
APPLICATION OF
APPALACHIAN POWER COMPANY
SCC CASE NO. PUR-2020-00253
Intcrropatories and Requests for (he Production
of Docaments by the OFFICE OF THE ATTORNEY GENERAL’S DIVISION OF
CONSUMER COUNSEL
OAG Set 2
To Appalachian Power Company

Interrogatory OAG 2-012-

Plcasc indicate whether thc Amos and Mouniaincer plant analyscs presented in APCO witness
Martin’s direct testimoay considered the itnpacts of renewable resource additions and existing
generating unit retirements mandated by the Virginia Clean Economy Act (“VCEA™) on system
capacity requirements and energy costs. 1f nat, provide the results of any analyses conducted by
APCo that evaluate whether the proposed CCR and ELG investments and continued operations
of the plants until 2040 is econonnically jushfied with consideration of VCEA impacts.

Response OAG 2-012:

Company witness Martin's Case | analysis, which is the case in which both Amos and
Mountaineer operate through 2040, did include the impacts on system capacity requirements and
encrgy costs of 3,650 MW of combined wind ad solar additions over the period 2021-2050
which would be expected to count towards VCEA compliance. In addition, witness Martin's
analysis also considered the impacts on APCo capacity requirements and PJM's capacity market
of higher levels of renewable penetration projected across the PIM region which could be
expected to result from stite mandates like the VCEA. This was done through his use of PJIM's
proposed Effective Load Carrying Capacity (ELCC) method of detecrmining how much capacity
credit the proposed VCEA resources (and renewable resources in general) would receive thirough
time. PIM did assume increasing levels of renewable penctration in its ELCC analysis, resulting
in declining capacity credit and thus higher capacity related costs as time passcs.

Also see the Company's response to OAG 2-13.

The forcgoing respousc is made by James F. Martin, Dir Resource Planning Strategy, on behalf
of Appalachian ?oWer Company.
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COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION
APPLICATION OF
APPALACHIAN POWER COMPANY
SCC CASE NO. PUR-2020-00258
Interrogatories and Requests for the Production
of Documents by the OFFICE OF THE ATTORNEY GENERAL’S DIVISION OF
CONSUMER COUNSEL
OAG 5¢et2
To Appalachian Power Company

Interrogatory OAG 2-013:

Please indicate whether the commiodity price forecasts underlying the. Amos and Mountaineer
plant analyses presented in APCo wilness Martin’s direct testimony considered the impacts of
renewable resource additions and cxisting gencrating unit retirements mandated by the VCEA on
PIM capacity and encrgy prices. If not, provide the resulis of any analyses conducted by APCo
that evaluate whether the proposed CCR and ELG-investments and continued operations of the
plants until 2040 is cconomically justificd with considcration of VCEA impacts.

Response OAG 2-013:

See the Company's response to OAG 2-12. The Companies’ E1A-Based Fundamentals Forecast
did not directly considar anry impact of the VCEA, however thosc ELA forecasts did assume
increasing levels of rancwable penctration across the PSM region as a whole. No subsequent
analysis has been prepared.

The foregoing response is made by James F. Martin, Dir Resource Planmng Strategy, oo bebat €
of Appalachian Power Company.
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COMMONWEALTH OF VIRGINIA.
STATE CORPORATION COMMISSION
APPLICATION OF

APPALACHIAN POWER COMPANY

SCC CASE NO. PUR-2020-00258
Interrogatories and Roguests (or the Production ) )
of Docomeits by the OFFICE OF THE ATTORNEY GENERAL’S DIVISION OF
CONSUMER COUNSEL
OAG Sct2

To Appalachian Power Company

Interopatory OAG 2-027:

Pleasc explain how the analyses of Amos -and Mountaineer compliance oplions presented in
APCo wilness Martin’s testimonty consider the potential impact of increased coal-plant O&M
costs and capita) expenditures due to potential future environmental regulations.

nse OAG 2-027:

Company witness Martin did not prepare scenarios involving changes to O&M and capital
resultiog from fulure potential environmental regwations, other than the costs of the CCR and.
ELG regulations which arc being considered in this analysis.

The foregoing response is made by James F. Martin, DirResource Planning Strtegy, on behall
of Appalachian Power Camparny.
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Exhibit SN-4

APCo Exhibit No.

Witness: JFM

Schedule 46, Section 2, Statement 1

Page 1 of 16
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CONMMONWEALTT OF VIRGINIA
STATE CORPORATION COMMISSION
AP]'LICATION orF
APPALAGHIAN POWER! ‘COMPANY
SCC CASE NO. PUR-2020-00015
Interroypatories and Requests for the Produetion
of Documenés by the OFFICE OF THE ATTORNEY GENERAL'S DIVISION OF
CONSUMER COUNSEL
OACSct9
To Appelicthian Power Company

initerrpgatory OAG.9-194;

Pravide APCo's cconomic nnnl)'ses supporting the assumed refirement dares for the Amios and
Mitchell coal-fircd generaling units.

Responas OAG £:198:

See the Compagy™s cespense to Stosf 1425, tar the requested anformanon for the Amos plan).
Mitchell gencrating units are not owned or operated by the Company.

The foregoing response is misde by Debra L. Osbome, VP Genernting Assers APCO/KY, on.
‘behalf of Appalachian Power Company.,
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COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION
APPLICATION OF
APPALACHIAN POWER COMPANY
SCC CASE NO. PUR-2020-00015
Interropatorics and Requests for the Production
of Documents by the STAFF OF THE STATE CORPORATION COMMISSION
Stafl Set 1
To Appalachian Powcr Company

Interopatory Staff 1-025:

Please refer to Schedule 2, page 8 of Company witness Cash's testimony. Provide a detailed
discussion of the reasons, beyond the fact that the proposed retirement years for coal gencrating
plants are consistent with the retirement years assumed in the depreciation study from Case No.
PUE-201 100037, for the expected retirement years of:

(@) 2040 for Mountaineer Unit. 1;

(b) 2032 for Amos Unils 1 and 2;

(c) 2033 for Amos Unit 3; and.

(d) 2025 for Clinch River Units 1 and 2,

Response Staff 1-028:

The Company’s scheduled retirement dates are not static and have changed over time, and will
likely changc in the future, as circumstances warmant, As a general matter, depending upon the

‘type of generating facility, sc heduled retirement. dates are driven by one or more factors.

a)<) APCo's Mountaincer Plant and Amos Units 1-3 arc super-critical coal-fired gencrating
units. Fach will have operated approximatcly 60 yéars by their scheduled retirement dates,

‘which ‘are used for planning and depreciation purposes. APCo’s cumrent scheduled retirement

dates for its coal-fired units are based upon a combination of the following factors: the
Company’s engineering judgment and operating experiente regarding the physical condition and
the expected uselul fife of major ptant components; the cost to repair or replace najor
components al the time of failure; markct prices for encrgy related to such things as natural gas
prices; and the possible impact of public palicy decisions such as environmental regulations and
standards related to renewablc generation.

d) Clinch Units 1 and 2 were originally placed imto service as coal-fired units in 1958, followed
by conversion to natural gas-fired operation in carly 2016. The cngincering design basis used for
the conceptual design of the natural gas conversion project at the Clinch River Plant was a 10-
year post gas cooversion operating life. A high level cvaluation of the existing equipment
determined that this service 12qlife was achicvable especially considering the existing predictive
and preventive maintenance practices used at the site and the projected capacity faclors of the
units afier the conversion. Since that time, routine assessments of the equipment at the fadility
have confirmed this conclusion. ‘

The foregoing response is made by Debra L. Osborne, Title: VP Generating Assets APCO/KY ,
on behalf of Appalachian Power Company.
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COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION
APPLICATION O¥
APPALACHIAN POWER COMPANY
SCC CASE NO. PUR-2020-00258
Tnterrogatories and Requests for the Production
of Documents by the OFFICE OF THE ATTORNEY GENERAL’S DIVISION OF
CONSUMER COUNSEL
OAG Sct 2

To Appalachian Power Company

Intemropatory OAG 2-009:

Plcase identify any siguificant changes since Case No. PUR-2020-00015 that have increased the
forecasted economic value of continued operations of the Amos coal units and thereby justify
coatinuing to opcrate the units until 2040 rather than retining the units in 2032 and 20337

Response OAG 2-009-

While there have boen no significant changes:that have increased the forecasted cconomic value
since Case. No. PUR-2020-00015, that does not mean the Amos coal units cannot physically
coutinue to operate antil 2040.

The forcgoing response is made by James F. Martin, Dir Resource Planming Strategy, on behalf
of Appalachian Power Company.
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Exhibit SN-7
Page 1 of 2

Adjustment to Amos Compliance Project Depreciation Expense ($1000s)

Requested Amost Depreciation
Proposed Depreciation Rate
Adjusted Depreciation Rate
Adjusted Depreciation Rate

$566
9.52%
5.71%
$227

Source
Sch 46, Sec 3, Stmt 1
Ross, p10, 10.5yrs
Ross, p10, 17.5y1s
Inl-(Ln3/Ln2 x Lnl)
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Appatachian Power Company
Case No. PUR-2020-00258
Environmental RAC (E-RAC)
Schedule 46, Section 3, Statement 1
Revenue Requirement- Amounts in $000s
For lhe Year Beginning October 1,2021

Exhibit SN-7
Page 2 of 2

APCo Exhibit No. ____
Witness: JBS

Schedule 46
Section 3, Statement 1

[oX:- W1}
Amas Capltal Mountalncor
Line No. Complianca
Project Capital Project Exponses

1 Average Rate Base $ 31,101 s 18,485 $ 8,100

2 Wolghted Avernge Cast of Capilal 7.072% 7.072% 7.072%

3 NO! $ 2,200 H 1,186 $ 573

Less Intarest Expense on Dabt

4 Total Waighted Average Cast of Dabt 2.444% 2.444% 2,444%

5 Average Rate Base $ 31,101 $ 16,488 £ 8,100

8 Revenue Requirament-interesl Expanse on Debl $ 760 $ 403 $ 108

7 Net Incoma $ 1,440 $ 763 $ 875

8 Income Tax Gross-Up Factor 75.81% 75.61% 75.81%

9 Revenua Requiremant-Net Income Including Taxes S 1,804 $ 1,009 $ 496

10 Ravenuo Requiremant-Financing Costs $ 2,684 $ 1,412 $ 684

rating Expenses

11 Totlal Rate Year Expenses $ - $ - $ 9,287

12 Pro-RAC Deferrad Expenses s 16,199
13 Dapreciation Expense $ 588

18 Ravanua Requirament-Operating Expanses E3 586 $ - $ 25,458

Revenue Requlrament Per Projacted Cost Recovery Factar s 3,230 $ 1,412 $ 28,149

Page 2 of 2
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Summary of Direct Testimony of Scott Norwoed

Mr. Norwood’s testimony addresses the reasonableness of APCo’s proposal to invest
approximately $250 million for environmental compliance projects at the Company’s Amos and
Mountaineer coal-fired plants to meet requirements of the EPA’s CCR and ELG rules. as well as
the reasonableness of the revenue requirement for these investments that the Company proposes
to recover through its proposed E-RAC mechanism. My primary findings and recommendations
on these issues are as follows:

1) APCo’s PLLEXOS analysis supporting the Company’s proposed $250 million investment for
CCR and ELG compliance at the Amos and Mountaineer plants fails to explicitly consider
impacts_of the Virginia Clean Economy Act (“VCEA™) and the risk of potential compliance cost
increases due to future environmental regulations. The selected Case 1 analysis also assumes a
2040 retirement date for the Amos units which is unjustified and inconsistent with the 2032/2033
retirement dates for the Amos units supported by the Company in its 2020 Triennial Review
Case. These flaws serve to unreasonably inflate the forecasted benefits of the Company’s
selected Case 1 over other compliance options that were evaluated.

2) Even with the flaws in APCo’s PLEXOS analysis, the forecasted benefits of the Case 1 plan

are_less than 0.85% of total forecasted costs over the 30-plus year study period, when compared
to forecasted costs of the next lowest cost option. This 0.85% forecasted benefit is insignificant
given the unccrtainty inherent in utility production cost analyses over such a long period of time,

and therefore does not conclusively demonstrate that the Company’s proposed $250 million

investment for CCR and EL.G compliance projects at the Amos and Mountaineer plants is
justified.

3) APCo’s selected compliance Case 1 is much riskier than the other two compliance cases
evaluated by APCo, considering that it would involve the highest level of fixed investment and
assumes that the Amos units would operate until 2040, without incurring significant additional
investment for environmental 1 compliance or for repair of major plant components.

4) APCo’s requested depreciation expense for proposed compliance investments for the Amos

coal units is based on a 9.52% depreciation rate that assumes the Amos units are retired in 2033:
however, the Company’s economic analysis supporting the Amos compliance projects assume
that the units do not retire until 2040. This inconsistency in assumed retirement dates results
unreasonably overstates depreciation expense included in APCo’s E-RAC revenue requirement
by approximately $227.000. For the above reasons. I do not recommend that the Commission
approve APCo’s request for approval and cost recovery for the $250 million of capital

-investment and related O&M costs to implement CCR and ELG compliance projects at the Amos
and Mountaineer plant as proposed under Case 1. If the Commission approves APCo’s proposed
compliance investment, the Company’s requested E-RAC revenue requirement should be
reduced by approximately $227.000 to properly reflect the 2040 retirement date assumed by the
Company to justify the Amos and Mountaineer compliance investments.

-
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I INTRODUCTION

PLEASE STATE YOUR NAME, TITLE, AND BUSINESS ADDRESS.

My name is Scott Norwood. I am President of Norwood Energy Consulting, L.L.C. My
business address is P.O. Box 30197, Austin, Texas 78755-3197.

WHAT IS YOUR OCCUPATION?

I am an energy consultant specializing in the areas of electric utility regulation, resource
planning, and energy procurement.

PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND
PROFESSIONAL EXPERIENCE.

I am an electrical engineer with approximately 40 years of experience in the electric
utility industry. Ibegan my career as a power plant engineer for the City of Austin’s
Electric Utility Department where I was responsible for electrical maintenance and
design projects for the City's three gas-fired power plants. In January 1984, I joined the
staff of the Public Utility Commission of Texas, where I was responsible for addressing
resource planning, fuel, and purchased power cost issues in electric rate and plant
certification proceedings before the Texas Commission. Since 1986 I have provided
utility regulatory consulting, resource planning, and power procurement services to
public utilities, electric consumers, industrial interests, municipalities, and state
government clients. I have testified in over 200 utility regulatory proceedings over the

last 20 years, before state regulatory commissions in Alaska, Arkansas, Florida, Georgia,
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[llinois, fowa, Kentucky, Louisiana, Michigan, Missouri, New Jersey, Ohio, Oklahoma,
Texas, Virginia, Washington, and Wisconsin.!

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS CASE?

I am testifying on behalf of the Office of the Attorney General, Division of Consumer
Counsel (“Consumer Counsel”).

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE STATE CORPORATION
COMMISSION?

Yes. Ihave testified on behalf of Consumer Counsel in numerous past regulatory
proceedings before the Virginia State Corporation Commission (“Commission”),
including cases that involved electric restructuring, base rate, fuel recovery, power plant
certification, renewable energy acquisition proposals, demand-side management, and
major distribution reliability projects. I have testified on behalf of Consumer Counsel in
many past cases involving Appalachian Power Company (*APCo” or “Company”),
including the Company’s 2020 .Triennial Review proceeding and several other past APCo
base rate cases, a case involving the Company's acquisition of Ohio Power Company’s
867 MW ownership share of Amos Unit 3, fuel factor proceedings, and other matters
relevant to the issues addressed by my testimony in this case. I have also testified in
regulatory proceedings involving other AEP affiliates of APCo, including Public Service
Company of Oklahoma (“PSO"), Southwestern Electric and Power Company

("SWEPCQ"), AEP Texas North Company and AEP Texas Central Company.

! See Exhibit SN-1 for additional details on my background and experience.
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WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to present my findings and recommendations regarding:
the reasonableness of APCo’s request for approval of a rate adjustment clause (“the E-
RAC") to recover capital investments and operations and maintenance (“O&M”")
expenses that are necessary to comply with state and federal environmental regulations
pursuant to § 56-585.1 A 5 (e) of the Code of Virginia (“the E-RAC Statute”). More
specifically, my testimony focuses on the reasonableness of APCo’s proposed capital
investments to meet regulations of the United States Environmental Protection Agency

("EPA”) for disposal of coal combustion residuals ("“CCR Rule”) and to meet

requirements of the EPA’s Steam Electric Effluent Limitations Guidelines (“"ELG Rule”).

My testimony also addresses the inconsistency of APCo's proposal to recover
depreciation expense for proposed environmental compliance investments for the Amos
coal-fired units based on depreciation rates that assume retirement of the units in 2033,
when the Company’s economic analysis supporting the Amos compliance investments
assumes the Amos units would not retire until 2040.

HAVE YOU PREPARED ANY EXHIBITS TO SUPPORT YOUR TESTIMONY?

Yes. I have prepared 7 exhibits, which are attached to my testimony.

II. SUMMARY OF TESTIMONY

PLEASE SUMMARIZE YOUR TESTIMONY AND RECOMMENDATIONS.
My testimony addresses the reasonableness of APCo’s proposal to invest approximately

$250 million for environmental compliance projects at the Company’s Amos and

EETRBEDAEL
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Mountaineer coal-fired plants to meet requirements of the EPA’s CCR and ELG rules, as
well as the reasonableness of the revenue requirement for these investments that the
Company proposes to recover through its proposed E-RAC mechanism. My primary
findings and recommendations on these issues are as follows:

1) APCo’s PLEXOS analysis supporting the Company’s proposed $250 million
investment for CCR and ELG compliance at the Amos and Mountaineer plants fails to
explicitly consider impacts of the Virginia Clean Economy Act (“VCEA”) and the risk of
potential compliance cost increases due to future environmental regulations. The selected
Case 1 analysis also assumes a 2040 retirement date for the Amos units which is
unjustified and inconsistent with the 2032/2033 retirement dates for the Amos units
supported by the Company in its 2020 Triennial Review Case. These flaws serve to
unreasonably inflate the forecasted benefits of the Company’s selected Case 1 over other
compliance options that were evaluated.

2) Even with the flaws in APCo’s PLEXOS analysis, the forecasted benefits of
the Case 1 plan are less than 0.85% of total forecasted costs over the 30-plus year study
period, when compared to forecasted costs of the next lowest cost option. This 0.85%
forecasted benefit is insignificant given the uncertainty inherent in utility production cost
analyses over such a long period of time, and therefore does not conclusively demonstrate
that the Company's proposed $250 million investment for CCR and ELG compliance
projects at the Amos and Mountaineer plants is justified.

3) APCo’s selected compliance Case 1 is much riskier than the other two
compliance cases evaluated by APCo, considering that it would involve the highest level

of fixed investment and assumes that the Amos units would operate until 2040, without

EETRBEDOTR
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incurring significant additional investment for environmental compliance or for repair of
major plant components.

4) APCo’s requested depreciation expense for proposed compliance investments
for the Amos coal units is based on a 9.52% depreciation rate that assumes the Amos
units are retired in 2033; however, the Company's economic analysis supporting the
Amos compliance projects assume that the units do not retire until 2040. This
inconsistency in assumed retirement dates results unreasonably overstates depreciation
expense included in APCo’s E-RAC revenue requirement by approximately $227,000.

For the above reasons, I do not recommend that the Commission approve APCo'’s
request for approval and cost recovery for the $250 million of capital investment and
related O&M costs to implement CCR and ELG compliance projects at the Amos and
Mountaineer plant as proposed under Case 1. If the Commission approves APCo's
proposed compliance investment, the Company's requested E-RAC revenue requirement
should be reduced by approximately $227,000 to properly reflect the 2040 retirement
date assumed by the Company to justify the Amos and Mountaineer compliance

investments.

WHAT IS THE AGE AND CAPACITY RATINGS OF APCO’S AMOS AND
MOUNTAINEER COAL UNITS?
The capacity ratings, commercial operation dates and scheduled retirement dates for the

Amos and Mountaineer coal units are summarized below in Table 1.

3
[
€
(23

&3



10

11

12

13

14

15

Table 1

Amos and Mountaineer Capacity, Commercial Operation and Retirement Dates?

Ratcd Capacity
Plant/Unit MW
Amos 1 800
Amos 2 ) 300
Amost 3 1,330
Mourtaincer 1 1,320
Total 4,250

Q. PLEASE DESCRIBE APCO’S PROPOSED INVESTMENTS FOR

Commercial
Opcration Year
1971
1972
1973
1980

Retirement:

Ycar

2032
2032
2033
2040

Agc at
Retirement

61
60
60
60

COMPLIANCE WITH THE EPA’S CCR AND ELG REGULATIONS AT THE

COMPANY'S AMOS AND MOUNTAINEER COAL-FIRED PLANTS.

APCo proposes to install: 1) dry ash handling systems; 2) new lined wastewater ponds,

and 3) water biological treatment systems with ultrafiltration to meet CCR and ELG

regulations at the Amos and Mountaineer plants.

Q. WHAT ARE THE ESTIMATED CAPITAL COSTS FOR THESE COMPLIANCE

PROJECTS?

A. The estimated capital costs, including asset retirement obligations, total approximately

$250 million, as summarized in Table 2:

2 Source is APCo's response to OAG 2-4 in Case No. PUR-2020-00015.

3 See APCo witness Ross's direct testimony, page 4.
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Table 2
Amos and Mountaineer CCR and ELG Capital Costs ($Millions)*

Amos 1-3. Mountaineer Total
CCR $72.7 $521 $1248
ELG 1044 $20.8 $125.2
Total $177.1 $72.9 $250.0

WHAT ARE THE SCHEDULED IN-SERVICE DATES OF THE AMOS AND
MOUNTAINEER CCR AND ELG INVESTMENTS?
The scheduled in-service dates for the Amos and Mountaineer CCR and ELG projects are

summarized in Table 3 below:

Table 3
Scheduled In-Service Dates for CCR and ELG Projects®

Amos Mountaincer
Dry Ash Handling Systcms Deccmber 2022 May 2022
Lmed Wastewaler Ponds October 2023 December 2023
Watcr Trcatment Sysicms Déeccmber 2023 December 2022

WHAT IS THE ANNUAL REVENUE REQUIREMENT FOR THESE PROJECTS
THAT APCO SEEKS TO RECOVER THROUGH ITS PROPOSED E-RAC?
APCo requests recovery of $31.6 million for compliance capital and O&M costs of the

proposed CCR and ELG investments during the Rate Year, through the Company’s

4 Source is APCo witness Martin's direct testimony, page 15.

5 See APCo witness Ross’s direct testimony, page 4.

3
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proposed E-RAC mechanism. 8

Q. WHAT ARE THE KEY QUESTIONS TO BE ANSWERED IN DETERMINING
WHETHER APCO’S REQUEST FOR RECOVERY OF CCR AND ELG
INVESTMENTS SHOULD BE APPROVED?

A. The key questions which must be addressed in evaluating APCo’s request for approval
and cost recovery for $250 million in CCR and ELG compliance investments at the Amos
and Mountaineer plants are:

1) Are the proposed compliance investments reasonable and necessary?
2) Did APCo properly consider available alternatives to the proposed CCR and ELG

investments?

3) Is APCo’s proposed E-RAC revenue requirement reasonably calculated?

Q. HOW DID APCO EVALUATE WHETHER THE PROPOSED CCR AND ELG
INVESTMENTS AT THE AMOS AND MOUNTAINEER PLANTS ARE
REASONABLE AND NECESSARY?

A. APCo used the PLEXOS production cost simulation model to evaluate the costs of three
compliance scenarios for the Amos and Mountaineer plants over a range of three
commodity price forecasts. The three compliance scenarios and commodity price

sensitivities evaluated by APCo are summarized in Table 4 below.

6 See APCo's Petition, page 5. The Rate Year is October 1, 2021 through September 30, 2022.




10

11

12

13

14

15

16

17

Q.

Table 4
APCo Scenarios for Analysis of Amos and Mountaineer Compliance Options’

NPV Rev. Reqt. Costs (Savings) vs Case | ($Millions)

Cases Reliemen Dates  Copite) hvestmend~ BascwithCabon BaeNoCabon  LowNoCarbon
Case I: CCR/BLG Both Mlams Roth Plarts in 2040 $250
Amas 2028,
Case2: Ames CCR; Momiaineer CCRAELG  Momntzineer 2040 $146 $i76 $295 $348
Case 3: OCR onfy Both Plarts Bathin2028 $125 7 %60 $480

WHICH COMPLIANCE OPTION DID APCO SELECT BASED ON ITS PLEXOS
ANALYSIS?

APCo selected Case 1, which provides for $250 million in capital investment to install
CCR and ELG projects and assumes that Amos and Mountaineer will retire in 2040.2
DOES APCO’S PLEXOS ANALYSIS DEMONSTRATE THAT CASE 1 IS THE
LOWEST REASONABLE COST ALTERNATIVE FOR COMPLIANCE WITH
OTHER EXISTING OR FUTURE ENVIRONMENTAL REGULATIONS?

No. For example, APCo’s PLEXOS analysis did not explicitly evaluate the cost of a
resource plan that is compliant with the VCEA in any cases, and only indirectly evaluated
VCEA impacts in Case 1. ° This omission is a major deficiency in APCo's PLEXOS
analysis, since the VCEA mandates that the Company develop and propose for approval
the acquisition of at least 600 MW of renewable generation by 2030. In addition, over
the longer planning horizon, the Company must plan to comply with a Renewable

Portfolio Standard (“RPS") requirement of zero carbon emissions by 2050. These

7 See the direct testimony of APCo witness Martin, page 4.

8 See the direct testimony of APCo witness Martin, page 4.
% See Exhibit SN-2, APCo’s response to OAG 2-12 and OAG 2-13.
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renewable compliance costs will likely alter the level, timing, and costs of replacement
energy and capacity on APCo’s system, when compared to the amounts included in
APCo’s PLEXOS Case 1 analysis.

Moreover, beyond the proposed $250 million investment to comply with the CCR
and ELG rules, APCo’s analysis does not consider costs of compliance with other future

environmental regulations that may impact operations of the Amos and Mountaineer

plants, or other APCo power plants.'°
WHY DOES APCO’S FAILURE TO EXPLICITLY EVALUATE COST
IMPACTS OF THE VCEA AND POTENTIAL FUTURE REGULATIONS
UNREASONABLY BIAS THE PLEXOS RESULTS IN FAVOR OF CASE 1?
The primary forecasted benefit of Case 1 over other compliance alternatives evaluated by
APCo’s PLEXOS analysis is the avoided replacement capacity and energy that is
expected to result from operating the Amos and Mountaineer units until 2040, rather than
retiring the units at an earlier date. But the mandatory RPS Program will likely displace a
portion of the capacity that the Company’s PLEXOS analysis assumes would have to be
procured if the Amos and Mountaineer units were retired early, because the VCEA-
mandated requirements exist whether or not the Amos and Mountaineer units are retired.
If APCo had properly evaluated the VCEA requirements in all three compliance cases
evaluated in its PLEXOS analysis, the relatively small forecasted economic benefit of
Case 1 over other compliance options would likely have been even smaller.

Similarly, APCo’s failure to consider the risk of higher costs of compliance with

future environmental regulations if the Amos and Mountaineer units were operated until

10 See Exhibit SN-3, APCo'’s response to OAG 2-27.

10
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2040, unreasonably inflates the forecasted benefits of the selected Case 1 compliance
option, which are already small. These flaws in APCo’s PLEXOS analysis bias the
results in favor of Case 1, and against the “lower investment/earlier retirement”
alternatives evaluated in compliance Case 2 and Case 3.

Q. WHY DO YOU CONSIDER THE FORECASTED BENEFITS OF APCO’S

PROPOSED CASE 1 TO BE RELATIVELY SMALL?

A. APCo’s PLEXOS analysis covers a 30-year study period from 2021 through 2050, plus

end effects beyond 2050. As summarized in Table 5, the Company’s analysis indicates
that the forecasted base case benefit of Case 1 is only 0.85% when compared to the next

lowest cost option over the 30+ years covered by the PLEXOS modeling analysis.

Table 5
Forecasted Savings of Case 1 Over Other Compliance Options
Case 1 stei Case3
Amos + Monnt CCR&RLG Amas CCR +Momnt CCRIELG Amos +Mount CCR Only
Both Retire 2040 AmosRet 2028 Both Retire 2028

EIA Base WA Carbos 520,578 $20,754 20951
Chmge vs Case 1 $176 5373

Casc | Bencfit, % l 0.85% ] L78%

£I1A Basc WHhoai Carbos S18435 $18,730 319,057
Change vs Case 1 $295 3622

Casc 1 Benefit, % 1.58% 3.26%

1A Low withoat Carbos $17,088 $17,333 $17,569
Chmge vs Case 1 $245 $48]

Case 1 Benefit, % 141% 274%

11 See Exhibit SN-4, APCo’s Schedule 46, Section 2, Statement 1.
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I believe that a 0.85% forecasted benefit is insignificant considering: 1) the
inherent uncertainty in forecasting utility system loads, operations and production costs
for a large system over a 30+ study period; and 2) the uncertainty regarding compliance
costs associated with future energy policies (such as the VCEA) and environmental
regulations that may be implemented due to growing concerns regarding climate change.
DO YOU HAVE OTHER CONCERNS REGARDING APCO’S PROPOSED
CCR/ELG COMPLIANCE PLAN FOR THE AMOS AND MOUNTAINEER
COAL UNITS?

Yes. Iam concerned that APCo has shifted an excessive amount of risk to its customers
by selecting the Case 1 compliance option which is arguably the riskiest option, and
requires the highest fixed compliance investment. Again, APCo’s selection of Case 1 is
based on results of a PLEXOS analysis that is flawed and unduly biased in favor of Case
1, but that still forecasts relatively small benefits for Case 1. Moreover, the forecasted
benefits under Case 1 are dependent on the already relatively old Amos and Mountaineer
coal units operating until 2040, at which time the Amos units would be approaching 70
years in commercial operations, and Mountaineer would be 60 years old. APCo’s
strategy with Amos and Mountaineer appears to be inconsistent with industry trends
which are moving toward earlier retirement of coal-fired generating units in response to
lower market prices for energy and capacity, risks of future environmental compliance
costs, and the need to reduce carbon emissions to address climate change.

IS APCO’S ASSUMPTION THAT THE AMOS UNITS WILL RETIRE IN 2040
CONSISTENT WITH THE POSITION TAKEN IN THE COMPANY’S LAST

RATE CASE?

12
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1 A No. In PUR-2020-00015, APCo's 2020 Triennial Review Proceeding, APCo testified in

2 support of accelerating the retirement dates for the Amos coal units from 2040 to 2032
3 and 2033. Although the Company did not produce econoﬁﬁc studies to support these
4 new retirement dates, in response to discovery the Company noted that the 2032 and

5 2033 retirement dates were based on:

a combination of engineering judgement and operating experience regarding
the physical condition and the expected useful life of major plant components;
the cost to repair or replace major components at the time of failure; market
prices for energy related to such things as natural gas prices; and the possible
impact of public policy decisions such as environmental regulations and
standards related to renewable generation.!'?

Q. HAS APCO IDENTIFIED ANY CHANGES SINCE APCO’S TRIENNIAL
REVIEW CASE THAT MIGHT JUSTIFY DELAYING THE RETIREMENT OF
THE AMOS COAL UNITS FROM 2032 AND 2033 UNTIL 2040, AS IT HAS
ASSUMED IN ITS PLEXOS ANALYSIS OF COMPLIANCE CASE 1?

A. No. In fact, APCo admits that there have been no changes in market conditions or other
factors that would increase the market value of the Amos units or otherwise justify
extending their retirement dates from 2032 and 2033, until 2040. '3

Q. HOW DOES THE ASSUMED 2040 RETIREMENT DATE FOR THE AMOS
UNITS IN APCO’S CASE 1 ANALYSIS IMPACT THE FORECASTED SAVINGS
OF THE CASE 1 COMPLIANCE ALTERNATIVE SELECTED BY APCO?

A. As shown in Table 6 below, all of the forecasted savings for Case 1 occur during the

2028-2039 period, during which Case 1 is the only scenario that Amos would operate.

12 See Exhibit SN-5.
13 See Exhibit SN-6, APCo's response to OAG 2-9.
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Table 6
Forecasted Benefits/(Costs) of Case 1 vs Cases 2 and 3 by Time Periods

(Cumulative NPV, $Millions)

Casc/Scenario 2021-2027 2028-2039 2040-2050 EndEffects  Toml Study Period
FIA Base With Carbon
Case 2 vs Case 1 $5T $430 SL72 -$24 $i77
Case 3 va Casc 1 365 3735 5256 340 $374
EIA Basc Without Carbon
Case 2 va Case | 548 8555 I -$40 5296
Case3 vs Case 1 -$74 3993 -$243 353 $623

EIA Low withoot Carbon
Casc 2 va Case 1 -3s1 3524 S165 363 $245
Casc 3 va.Case 1 370 3844 ~$249 -345 $480

Q. DO YOU HAVE OTHER CONCERNS WITH APCO’S PLEXOS ANALYSIS OF

ENVIRONMENTAL COMPLIANCE INVESTMENTS FOR THE AMOS AND

MOUNTAINEER PLANTS?

A. Yes. Iam concerned that APCo’s PLEXOS analysis did not evaluate a scenario that

assumes retirement and replacement of one or more of the Amos or Mountaineer units as
an alternative to the $250 million compliance investment it selected under Case 1.
APCo's analysis instead assumes CCR and/or ELG investments are made in all three
cases that were evaluated. Due to the Company’s failure to evaluate any cases that
considered retirement and replacement of one or more of the Amos or Mountaineer coal
units as an alternr;ltive to compliance investments, I cannot conclude with any confidence
that Case 1 is the lowest reasonable cost alternative for customers. This is particularly

true considering APCo’s additional failure to analyze impacts of the VCEA and the risk

4 See Exhibits SN-7 and SN-4.
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that additional compliance costs could be required at Amos and Mountaineer for future
environmental regulations if they were operated until 2040 as the Company assumes.
PLEASE SUMMARIZE YOUR FINDINGS REGARDING APCO’S PLEXOS
ANALYSIS OF ENVIRONMENTAL COMPLIANCE INVESTMENTS FOR THE
AMOS AND MOUNTAINEER COAL UNITS?

APCo's PLEXOS analysis is flawed by failing to explicitly consider impacts of the
VCEA or the risk of higher compliance costs due to future environmental regulations,
and by use of an unjustified 2040 retirement date for the Amos units. These flaws serve
to unreasonably inflate the forecasted benefits of Case 1 when compared to other
compliance options that were evaluated. Additionally, even with these flaws, the
forecasted benefits of the Case 1 plan are small and uncertain, and therefore do not
conclusively demonstrate that the Company’s proposed $250 million investment for CCR
and ELG compliance projects is justified. Moreover, Case 1 is riskier than the other two
compliance cases evaluated by APCo, considering that it would involve the highest level
of fixed compliance investment and depends on the Amos and Mountaineer units
operating reliably and economically until 2040, which is not assured. For these reasons, I
cannot recommend that the Commission approve APCo’s request for cost recovery for
the full $250 million of capital investment and related O&M costs to implement CCR and

ELG compliance projects at the Amos and Mountaineer plant as proposed under Case 1.
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WHAT DEPRECIATION RATES IS APCO PROPOSING FOR USE IN

DETERMINING THE REVENUE REQUIREMENT FOR CCR AND ELG
INVESTMENTS FOR THE AMOS AND MOUNTAINEER COAL UNITS?

APCo is proposing that a depreciation rate of 9.52% be applied to determine the E-RAC
revenue requirement for the Amos CCR and ELG compliance investments.'’ This
proposed depreciation rate for the Amos CCR and ELG investments is based on a
remaining life of 10.5 years, which reflects a 2033 retirement date for the Amos units. '°
The Company is proposing a 5.71% depreciation rate for compliance investments at

Mountaineer, based on a 2040 retirement date for the unit. '’

IS IT REASONABLE FOR APCO TO USE A 9.52% DEPRECIATION RATE
FOR AMOS COMPLIANCE INVESTMENTS AND A 5.71% RATE FOR
MOUNTAINEER COMPLIANCE INVESTMENTS?

No. APCo indicates that its proposed 9.52% depreciation rate is based on the estimated
2032 and 2033 retirement dates for the Amos units, underlying the depreciation rates
approved by the Commission in the Company's 2020 Triennial Review Case. '® It is
inconsistent to use 2032 and 2033 retirement dates for setting depreciation rates for the
Amos compliance investments, when APCo used a 2040 retirement date for the Amos

units in the PLEXOS Case 1 analysis, which provides the primary economic justification

15 See APCo witness Ross's direct testimony, page 10.

19 Ihid.
17 Thid.

18 See APCo witness Ross's direct testimony, pages 9-10.
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for the Company's proposed $177.1 million Amos compliance investment.'? In fact,
APCo has proposed a 5.71% depreciation rate for the Mountaineer compliance
investments based on the same 2040 retirement date that was used for the PLEXOS Case
1 analysis that supports the investments. 20 If the Commission approves APCo's $250
million request based upon the assumption that the Amos Plant will operate through
2040, as a matter of consistency, it should consider requiring that the depreciation rates
for the Amos and Mountaineer compliance investments also both be based on the same
2040 retirement date.

WHAT WOULD BE THE APPROXIMATE CHANGE IN DEPRECIATION
EXPENSE IF THE SAME DEPRECIATION RATE (BASED ON 2040
RETIREMENT) WAS USED FOR THE AMOS AND MOUNTAINEER
COMPLIANCE INVESTMENTS?

I estimate that applying the same 5.71% depreciation rate to the proposed compliance
investments for both the Amos and Mountaineer units would reduce APCo's proposed
$31.6 million E-RAC revenue requirement by approximately $227,000, on a Virginia
Retail basis.?!

DOES THAT CONCLUDE YOUR RESPONSIVE TESTIMONY?

Yes. However, I reserve the right to present oral surrebuttal testimony at the hearing to

respond to any new issues that may be raised by APCo’s rebuttal testimony.

EETREPREL

19 As noted earlier in my testimony, the assumption that the Amos units would operate to 2040 only in
Case 1, while Amos was assumed to be retired in 2028 in all other cases, was a key factor in
economically justifying the Case 1 investments.

% See APCo witness Ross’s direct testimony, page 10.
2! See Exhibit SN-7.
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DON SCOTT NORWOOD
Norwood Energy Consulting, L. L.C,
P. 0, Box 30197

scott@scottnorwood.com
(512) 297-1889

SUMMARY

Scott Norwood. is an_energy consultant with_over 37 years of utility industry experience_in the
areas_of regulatory consulting, resource planning and energy procurement, His clients include
government agencies, publicly-owned utilities, public service commissions. municipalities
and_vartious_electric_consumer_interests. Over the last 15 vears Mr, Norwood has presented
expert _testimony on_ electric ufility ratemaking. resource planning, and electric utility
restructuring_issues_in_over_200_regulatory proceedings in_Arkansas, Georgia. Iowa, Illinois,
Michigan, Missouri, New_Jersey. Qklahoma, South. Dakota, Texas. Virginia, Washington and
Wisconsin,

Prior _to founding Norwoaod Energy Consulting in January of 2004. Mr. Norwood was employed
for_18 years by GDS_Associates, Inc.. a_Marietta, Georgia_bhased_energy consulting firm. Mr,
Norwood was a Principal of GDS and_directed the firm's Deregulated_Services Department
which provided a range of consulting services including_merchant plant due diligence studies,
deregulated_market__price forecasts, power supply planning and _procutement. projects.
electric._restructuring policy apalyses, and studies of power plant dispatch and_production costs.

Befare joining GDS, Mr. Norwood was_emploved by the Public Utility Commission of Texas as
Manager of Power Plant_Fngineering from_ 1984 through_1986. He hegan_his. career in 1980 as

charge of electrical maintenance and design projects at three gas-fired power plants.

Mrt. Norwood is a_ graduate of the college of electrical engineering of the Uniyersity of Texas,
EXPERIENCE

The following summaries ate representative of the rapge of projects conducted by Mr. Norwood |

Regulatory Consulting
Oklahoma Industrial Epecgy Consumers - Assisted_ client with _technical and

economic_analysis of proposed FPA_ regulations_and__compliance plans involving

EETAEDPAT
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testimony regarding the prudence of a_$1.7 hillion coal-fired power plant and
related settlement agreements with Sierra Club,

New___York __Public Service  Commission - _Conducted infer-company___statistical
benchmarking analysis_of Consolidated Edison Company_to provide the New York
Public Service Commission with_guidance in, determinig& areas that should be

g_gewﬁd;ng:tnangap_tlms_bﬁﬁbn_ﬁ&c_%

Yirginia Attorney General = Analyzed and presented testimony regarding distribution tap
line undergrounding program _proposed by Dominion_Virginia Power Company.

Cities Served by Southwestern_Electric Power Company — Analyzed and presented
testimony regarding the prudence of the utility’s decision to retire the Welsh Unit 2 coal-
fired_generating unit_in_conjunction with_a_litigation_settlement_agreement_with. Sierra
Club,

Georgia__Public Service Commission - Presented _testimony before the Georgia
Public Service Commission__in_ Docket 3840-U _p_rovid;g recommendations on

stand ard be i mpl_ementg(iixu heita.te_of_(l_et_qrma 3

Oklahama Industrial Epergy ( C_Oﬂsuazecs _Anahzzed anchLe,sentchestimony addneseing

Dklahoma_G,as_and_ELemu,c;qupanL

Georgia_Public Service Commission - Analyzed and  provided recommendations
regarding_the reasonableness of nuclear O&M costs, fossil O&M costs and coal
inventory levels reported in GPC's 1990 Surveillance Filing,

City of _Houston__- _Analyzed__and__ presented_ comments__on__ various legislative
proposals_ impacting retail electric and gas utility operations_and rates in Texas,

New  York Public__Service Commission. - _Conducted _inter-company  statistical
benchmarking apalysis of Rochester Gas & Flectric Company to provide the New York
Public_Service Commission_with_guidance in determining_areas which should be
reviewed in_detailed management audit of the company.

yeg&tanonmanagemmt_ptomm an;LucteLwropo,seLd by Appalachian Power Comp__rg,

COklaboma_ Attorney General - Analyzed aod_presented  testimony regarding fuel
and purchased_power, depreciation_and_other expense_items. in_ Oklahoma Gas &
Electric. Company's 2001 _rate case before the Oklahoma Corporation Commission,
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City of Houston - Analyzed and presented testimony regarding fossil plant O&M expense X

levels in_Houston Lighting & Power_Company's rate_case before the Public Utility — *J
Commission of Texas,

Lity of Fl Paso - Analyzed and presented testimony regarding regulatory and._technical

rate_proceedings before_the PUCT, including analysis of merger synergy studies. fossil
O&M and purchased power margins,

Residential Ratepayer Copsortium_- Analyzed Fermi 2 replacement. power and operating

the Michigan Public Service Commission,

Residential Ratepayer Consortium_- Analyzed and_prepared testimony addressing
coal plant_ontage rate_projections_in_the_Consumer's Power Company fuel proceeding
befare the Michigan Public Service Commission,

City of EL Paso - Analyzed and developed testimony regarding Palo Verde operations and
maintenance expenses in_Fl Paso Flectric Company's 1991 rate case before the
Public Utility Commission of Texas,

City of Houston_-_Analyzed and developed_testimony regarding the operations and
maintenance expenses and_performance_standards for the South Texas Nuclear Project,

and operations and maintenance expenses for the I.imestone_and Parish coal-fired power
plants in HL.&P's 1991 rate case before the PUCT,

Clty of El Paso - Analyzed and_developed testimony regarding Palo Verde operations and
maintenance expenses in_El_Paso Flectric Company's 1990 rate case hefore the

Public Utility Commission of Texas. Recommendations were adopted,

Energy Plamning and Procurement Services

Virginia_Attornev_General — Review and_provide comments or testimony regarding
annual _integrated_resource plan_filings made by Dominion Virginia Power and
Appalachian Power Company,

Round Rock, Texas facilities producing annual savings in_excess of $2 million,

Texas Association_of School Boards Electric Aggregation Program = Serve as TASR's
consultant._in the development, marketing and administration of a_refail electrig
aggregation_program_consisting of 2.500 Texas schools_with_a_total_load of over 300,
MW. . Program produced annual savings of more than $30 million jn_its first vear,

Qklahoma_Industcial Fpergy Consumers - Analyzed and drafted comments_addressing
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integrated resource plan filings by Public Service Company of Oklahoma and Oklahoma
Gas and Electric Company,

S.C. Johuson - Analyzed_and_presented_testimony addressing Wisconsin Electric_Power
Company's $4.1 billion CPCN application to_construct three_coal-fired generating units in
southeast Wisconsin,

Oklahama_Industrial Energy Consumers - Analyzed wind_energy project ownership,

proposals by Oklahoma Gas and Electric Company and presented testimony addressing
project economics and operational impacts.

City of Chicago, [linois Attorney General_ Illinais _ Citizens' _Utility _ Board -

h)

Analyzed Commonwealth Edison’s proposed divestiture of the Kincaid and State Line

power plants to SEI and Dominion Resources.

Georgia_ Public._Service Commission_ - _Analyzed. and presented testimony on

Georgia_Power Company's_integrated_resource plan_in_a_certification proceeding for an
eight unit, 640 MW combustion turbine facility,

South Dakota Public Service Comunission - Eyaluated integrated resource plan and power,
plant certification filing of Black Hills Power & Light Company.

Shell Leasing Co._- Evaluated market value of 540 MW western coal-fired pawer plant,

Community FEnergy Flectric _Aggregation__Program__ - Served as__Community
Energy's consultant_in_the_development, marketing and_start-up of a_retail electric
aggregation_program_consisting of major_charitable_organizations and. their donors in
Texas,

Austin Energy - Provided technical assistance in_the evaluation of the economic viability
of the

City of Austin's ownership interest in the South Texas Project.

Austin_Fpergy - Assisted with_regional production_cost modeling analysis to assess
production _cost_savings associated with_various public_power merger_and. power
pool alternatives,

Sam Rayburn G&T Electric Cooperative - Conducted competitive solicitation for peaking
capacity. Developed request for proposal, administered_solicitation and_evaluated bids,

Rio _Gragde Electric Cooperative. Inc. - _Directed preparation_of power supply
solicitation and conducted econamis and technical analysis of offers,

&
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annual demand-side_management_program programs and rider proposals made hy

)ominion Virginia Power and_Appalachian Power Company.

Austin Energy - Conducted modeling to assess potential costs and henefits of a municipal
power pool in Texas,
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power_market_dispatch_impacts_on_rail _trapsportation_and_coal supply procurement,
strategies and _costs.

Arkansas House of Representatives — Critiqued proposed electric restructuring legislation
and _identified suggested amendments to provide  increased protections for
small consumers,

Yirginia Legislative Committee_on_FElectric Utility Restructuring - Presented report
on status of stranded cost recovery for Virginia's_electric utilities,

Georgia Public_Service_Commission_—_Developed models_and_a modeling process

for preparing initial estimates of stranded costs for major electric utilities serving the state,

Lty of Houston - Fvaluated and recommended adjustments to Reliant Energy’s stranded
cost_proposal hefore the Public Utility Cammission_of Texas,

Oklahoma Attorney General - Eyaluated and adyised the Attorney General on technical,
economic and_regulatory policy issues arising from various electric restructuring
proposals considered hy the Oklahoma Electric Restructuring Advisory Committee,

State of Hawaii__Deparctment of Business.__Fconomics_ and_Tourism_ --_ Evaluated
electric. restructuring_proposals__and__developed _models _to__assess the potential
savings_from deregulation of the Oahu power market,

Mirginia_Attacney_General - Served_as the Attorney General's_copsultant. and expert,
witness in the_evaluation of electric_restructuring legislation, restructuring rulemakings
and _utility proposals _addressing  retail _ pilot _programs, stranded___costs. rate
unbundling. functional separation plans. and competitive metering,.

Western_Public_Power_Producers, Inc. - Fyaluated operational, cost and. regional
competitive_impacts of the proposed merger of Southwestern Public Service Company
and Public Service Company of Calorado.

dowa_ Depactment_of Justice, Consumer Advacate Division_-_ Analyzed. _stranded
investment _and_fuel recover issues resulting from_a_ market-based pricing proposal
submitted by MidAmerican Fnergy Company,

Cullen Weston Pines & Bach/Citizens” Utility Board - Fyaluated estimated costs
and_benefits of the proposed_merger of Wisconsin Foergy Corporation_and Northern
States Power Company (Primergy),
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City of El Paso -_Eyaluated_merger_synergies_and_plant_valuation issues related to %)
the proposed acquisition_and _merger of Fl Paso Electric_Company and Central & LY

Southwest Company,

Rio_Grande Electric_Conperative, Inc, - Analyzed stranded generation investment issues
for Central Power & Light Company.

Power Plamt Management,

City of Austin_Electcic Utility Department - Analyzed the 1994 Operating Budget for the
South_Texas Nuclear Project (STNP) and_assisted in the development_of long-term

performance__and__expense_projections and__divestiture _strategies for Austin's
ownership interest in the STNP.

City of Austin.___FElectric _Utility _Department - Analyzed and provided
recommendations_regarding the 1991 capital and O&M bhudgets_for the South Texas

Nuclear Project.

Sam _ Rayburn _ G&T _ Flectric  Caoperative - Developed _and  conducted
operational_manitoring_program. relative to_minority owner's interest_in Nelson 6 Coal
Station operated by Gulf States Utilities.

KAMO Electric Canperative, City of Brawasville and Oklahoma Municipal Power Agency
- Directed an operational audit of the Oklaunion coal-fired power plant,

assessment_of the Big Cajun II_coal-fired power plant in_conjunction with ownership,
feasibility studies for the project.

Kamo Electric _Power _Cooperative__- _Developed and conducted aperational

monitoring program for client's minority interest in GRDA Unit 2 Coal Fired Station,

Northeast Texas Flectric Cooperative - Developed and conducted operational monitoring
program_concerning  NTEC's _interest in_ Pitkey  Coal _Station operated hy
Southwestern_FElectric Power Gompany and Dolet Hills Station_operated_hy Central
Louisiana Electric Company.

Corn_Belt Electric Cooperative/Central lawa Pawer Cooperative - Perform operational
monitoring_and_budget analysis on_behalf of co-owners of the_Duane__Arnold
Energy Center,

ERESENTATIONS

Quantifying Impacts of Electric Restructucing. Dynamic Analysis af Power Markets.
1997 NARUC Winter Meetings. Committee on Finance and Technology.

Quantifving Costs and Bepefits_of Electric [tility Deregulation: Dynamic_Analysis of
7
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Regional Power Markets, International Association for Energy Economics, 1996 Annual |

North American Conference
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Exhibit SN-2,
Page 1 of 2

COMMONWEALTH OF VIRGINIJA
STATE CORPORATION COMMISSION
APPLICATION OF
APPALACHIAN POWER COMPANY
SCC CASE NO. PUR-2020-00258
Interrogatorics and Requests for the Production
of Documents by the OFFICE OF THE ATTORNEY GENERAL'’S DIVISION OF
CONSUMER COUNSEL
OQAG Set 2
To Appalachion Power Company

Interrogatary OAG 2-012:

Please indicatlc whether the Amos and Mountaineer plant analyses presented in APCO witness
Martin’s direct testimony considered the impacts of renewable resource additions and existing
generating unit rétirements mandated by the Virginia Clean Economy Act (“VCEA™) on system
capacity requircments and energy costs. 1 nol, provide the results of any analyses conducted by
APCo that cvaluatc-whether the proposed CCR and ELG investments-and continued operations
of the plants until 2040 is cconomically justificd with consideration of VCEA jmpacts.

Response OAG 2-012:

Company witness Martin's Case | analysis, which is the case in. which both Amos and
Mountaipeer operate through 2040, did include the impacts on system capacity requirements and
energy costs of 3,650 MW of combined wind ad solar additions over the period 2021-2050
which would be expected (o count iowards VCEA compliance. In addition, witness Martin's
analysis also considered the impacts on APCo capacity requircments and PJM's capacity market.
of higher levels of renewable penctration projected across (the PAM region which could be
cxpecied to result from state mandates like the VCEA. This was done through his use of PIM's
proposced Effective Load Carrying Capacity (EL.CC) method of determining how much capacity
credit the proposed VCEA resources (anxl renewalie resourccs in general) would receive through
time. PJM did assume increasing levels of renewable penctration in its ELCC apalysis, resulting
in declining copacity credit and thus higher capacity related costs as ime passes.

Also see the Company's responsc to OAG 2-13.

The forcgoing responsc is made by James F. Martin, Dir Resource Planning Stratcgy, on behalf
of Appalachian Power Company.

{
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COMMONWEALTH OF YIRGINIA
STATE CORPORATION COMMISSION
APPLICATION OF
APPALACHIAN POWER COMPANY
SCC CASE NO. PUR-2020-00253
Inotervogatories and Requests for the Prodaction
of Documents by the OFFICE OF THE ATTORNEY GENERAL’S DIVISION OF
CONSUMER COUNSEL
OAC Set?2
To Appaiachinn Power Company

Interropatory OAG 2-013:

Please indicate whether the commodity price forecasts underlying the Amos and Mountaineer
plant analyses presented in APCo witness Martin's direct testimotry considered the impacts of
rencwable resource additions and cxisting gencrating unit relirements mamxdated by the VCEA oo
PIM capacity and encrgy prices. If not, provide the results of any analyses canducted by APCo
that evaluate whether the proposed CCR and ELG investments and continued operations of the
plants until 2040 is economically justified with coasideration of VCEA impacts.

Response OAG 2-013:

Sce the Company's responseto OAG 2-12. The Companies EIA-Based Fundamemals Forecast
did not directly consider any impact of the VCIZA, however those E1A forecasts did assume
increasing levels of renewable penetration across the PIM region as a whole. No subsequent
analysis has been prepared.

‘The Ex’egom/g mponsens ;:;d—e;y James F. E{-am'n, Dir Resoume T’I‘:;nm(ng §tx;negy,on behalf
of Appalachian Power Company.
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COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION
APPLICATION OF
APPALACHIAN POWER COMPANY
SCC CASE NO. PUR-2020-00258
Intersogatories and Requests for the Production
of Docaments by the OFFICE OF THE ATTORNEY GENERAL:'S DIVISION OF
CONSUMER COUNSEL
OAG Set2
To Appalachian Power Company

Intervozatory OAG 2-027:

Please explain how the analyses of Amos and Mountaineer compliance optioas presented in.
APCo wilness Martin’s testimony consider the potential umipact of increased coal-plant O&M
costs and capital expenditures due to potential fulure environmental regulations.

Response OAG 2-027:

Company witness Martin did not prepare scenarios involving changes (o O&M and capitnl
resulting from future potential cavironmental regulations, other than the costs of the CCR and
ELG rcgulations which arc being comsidered in this analysis.

Tt farcgoing response is made by James F. Martin, Dir Resource Planning Strategy, on behalf
of Appalachian Power Company.
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Exhibit SI¥-5
Page 1 of 2,

COMMONWEALTII OF YIRGINIA
STATE CORPORATION COMMISSION
APPLICATION OF
APPALACIHIAN POWER COMPANY
SCC CASE NO. PUR-2020-00015
Interrogatories nad Requests for the Productinn )
of Duruments by ihe OFFICE OY THE ATTORNEY GENFEHAL'S DIVISION OF

CONSUMER COUNSEL
_ OAG Set9

‘To Appalachias Power Company

Interrogatpry OAG9-194:

Provide APCo's cconomic analysés supporting the assurned reétirement date$ for the Amos and
Mitchetl coal-fired generating units. -

Bespouss (AL 9:198:

See the Corapamy s response to Statl 1 U23, tor the requasted information for Lhe Amas plal.
Mitchell genarating anits are not owned of operated by the Company.

T'ho foregoing response is made by Debra L. Os'b(:me», VP Generniing Assets APCO/KY, on.
behalf of Appalachian Power Company, )
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Exhibit SM-5

COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION
APPLICATION OF
APPALACHIAN POWER COMPANY
SCC CASE NO. PUR-2020-00015
Intervrogatorics and Requests (or the Production
of Documents by the STAFF OF THE STATE CORPORATION COMMISSION
Staff Set 1
To Appalachian Power Company

lndcrrogatory Staff 1-025:

Please refer to Schedude 2, page 8 of Company witness Cash's testimony. Provide a detailed
discussion of the reasons, beyond the fact that the proposed retirement years for coal gencrating
plunis arc coosistent with the retirement years assumed in the depreciation study from Case No.
PUL-2011-00037, for the expected refirement years of:

(a) 2040 for Mouataineer Unit 1;

(b) 2032 for Amos Units 1 and 2;

(c) 2033 for Amos Unit3;and

(d) 2025 for Clinch River Units 1 and 2.

Response Staff 1-025;

‘The Company's scheduled retirement dates are nol static and have changed over time, and will
likely change in the future, as circumstances warrant. As a general matter, depending upon the
type of gencrating facility, sc heduled retirement dates are driven by one or more factors.

a)y<) APCo’s Mountaineer Plant and Amos Units 1-3 arc super-critical coal-fired generating
units. Each will have operated approximately 60 years by their scheduled retirement dates,
which are used for planning and depreciation purposes. APCo's curent scheduled refirement
dates for its coal-fired unils are based upon a combination of the following factors: the
Campany's engineering judgment and operating experience regarding the physical condition and.
the expected usefud life of major plant components;, the cost to repar ar replace major
components at the time of failure; market grices for energy related o such things as natural gas
prices; and the possible impacl of public palicy decisions such as cnvironmental regulations and
standards related to rencwable generation.

d) Ciinch Units 1 and 2 were onginally placed info service as coal-fired units in 1958, followed
by conversion to natural gas-fired operation in early 2016.. 'The engineering design basis used for
the conceptual design of the natoml gas conversion project at the Clinch River Plant was a 10-
year post gas conrversion operuting life. A high level evaluation of the existing equipment.
detenmined (hat this service 12qlife was achicvable especially counsidening the cxisting predictive
and preventive nuintenance practices used at the site and the projected capacity factors of the
units after the conversion. Since that time, rouline assessments of the equipment at the faality
have confirmed this conclusion.

The foregoing response is made by Debra L. Osborne, Title: VP Genperating Assets APCO/KY ,
on behalf of Appalachian Power Company.

Page 2 0f 2
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COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION
APPLICATION OF
APPALACHIAN POWER COMPANY
SCC CASE NO. FUR-2020-00258
Interyogatorics and Requests for the Production
of Documents by the OFFICE OF THE ATTORNEY GENERAL’S DIVISION OF
CONSUMER COUNSEL
OAG Set 2
To Appatachizn Power Company

Interropaiory OAG 2-009:

Please identify any significant changes since Case No: PUR-2020-00015 that have increased the
forecasted economic value of continued operations of the Amos coal urits and thereby justify
confinuing to operate the umts wdil 2040 rather than retining the units jo 2032.and 20337

Response QAG 2-009:
While there have been no significant changes that have increased the forecasted economic vatace

since Case. No. PUR-2020-00015, that does not mean the Amos coal units cannot physically
continue (o opcrate antil 2040,

The foregoing respoase is made by James . Martin, Dir Resource Planmng Strategy, gt;'Bie]‘nlf
of Appalachian Power Company.,
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Fxbibit SN-7

Page i of2

Adjustment to Amos Compliance Project Depreciation Expense ($1000s)

Requested Amost Depreciation
Proposed Depreciation Rate
Adjusted Depreciation Rate
Adjusted Depreciation Rate:

8566
9.52%
5.711%

$227

Source
Sch 46, Sec 3, Stmit ]
Ross, p10, 10.5yrs
Ross, p10, 17.5yrs
Lal - (ILn3/Ln2 x Lnl)
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Exhibit SN-7
Page 2 of 2,

APCo Exhibit No. ____
Witness: JBS

Appatachian Power Company Schedule 46
Case No. PUR-2020-00258 .
Envirenmental RAG (E-RAC) Section 3 Statement 1
Schedule 48, Section 3. St K] Page 20f2
R Requi A 1 in S000s
For the Year Beginning Oclober 1,202°
o&M
Amos Copltal Moauntaincer .
Line No. . Comptinnte
t
Proiact Capitat Prolcer Expunion
1 Avgrago Rite Base s 3110 $ 16,485 $ 8,100
2 Welghted Averaga Cost af Capild 7.072% 7.072% 7.072%
3 NOI $ 2,200 $ 1,166 $ 873
Less iatarest Exponsi on Datr
4 fouy Weightod Avarapa Cast of Dobt 2.444% 2.444% 2.444%
8 Averago Rate Bosa $ 31,101 s 16,484 $ 8,100
[1) R Esponsa on Dob $ 760 s 402 $ 198
7 Net Income $ 1,440 $ 763 $ ars
8 Incoay Tax GrassUp Faglor 75.61% 75.61% 75.81%
9 Rovenuo Rotdromont-Nut Income inctutting Toacs $ 1,904 $ 1,009 $ 496
10 R R ontF W Coaly s 2,864 $ 1,412 $ 804

perating BExponaen
1} Tow! Rato Year Lapanses $ - $ - $ 0,262
$

12 PuRAC Doferscd Expunsun 16,185
13 Deprociaton Exponso [ 500
18 Ruvenus Requeemant-Oparating Expening 3 568 3 - 3 25,456

R Roquk Puor ¥ Cost y Factor $ 3,230 $ 1412 $ 26,149



